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PROFILE %

OUR MISSION

TO BE A LEADING NORTH AMERICAN eBUSINESS SOLUTION PROVIDER
IN THE TRANSACTION-INTENSIVE FINANCIAL SERVICES AND HEALTH VERTICALS.

WHO WE ARE

BCE Emergis supplies eBusiness solutions to the financial services and health industries in
North America, automating transactions between companies and allowing them to interact
and transact electronically. We also provide cost containment services for medical claims,
mainly through our preferred provider network. Among our customers we number some of
the largest health insurers and banks in Canada and the United States.

AND HOW WE SERVE CUSTOMERS

Most business transactions are based on paper. Invoices, payments, claims and other documents
originate with a piece (or often many pieces) of paper, each of which must be generated,
manipulated, sent and stored. This can be an unnecessarily costly and time-intensive process.

BCE Emergis serves industries that generate large volumes of paper transactions, and theretore
stand to gain from our solutions. The BCE Emergis proposition: by executing transactions
electronically, the customer attains greater efficiency, speed, cost effectiveness and accuracy.
For companies that typically make thousands of transactions daily and millions annually,
the gains could be significant. The higher the volume, the greater the potential savings for
customers—ultimately stimulating higher revenue and shareholder value for BCE Emergis.
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-- Delivers industry-leading
electronic initiative for
Ontario’s Workplace Safety
and Insurance Board

- eLending interchange expands
to include TD Canada Trust

-- Scotiabank adopts web-based
electronic tax filing and
payment service

-- BCE Emergis announces
shortfall in non-recurring
revenue

-- Michael Sabia appointed
to Board of Directors

o N
3y

W L

- BCE Emergis sets course
for 2002 with cost-reduction
and restructuring plan

-- Pierre Blouin appointed Chief
Executive Officer and Director

-- Michael Sabia appointed
Chairman of the Board

-- Acquires e-route inc.

2002 OPERATIONAL HIGHLIGHTS .

-- Signs agreement with Federal
Home Loan Mortgage
Corporation (Freddie Mac)
for the purchase and marketing
of online mortgage processing
and closing tools

-- Management team
strengthened with appointment
of John Valentini as new Chief
Financial Officer

-- Next-generation global
electronic invoicing product
unveiled with launch of Release
3.5 of Emergis® elnvoicing

-- Cost-reduction and
restructuring plan generates
stronger quarterly earnings

-- Renewed agreement with
Sun Life Financial/Clarica

-- Desjardins signs on to use
Emergis® e-Lending Interchange
for real estate industry

-- Visa Commerce initiative for
next-generation B2B payment
service expanded globally with
signing of Visa International

7

-- Emergis® Vendor Services
Exchange made available
through Freddie Mac'’s
Loan Prospector®

-~ BCE Emergis unveils
business plan for 2003

-- Bell Canada chooses eBusiness
platform for security services

-- National Bank opts for
e-solution to process
mortgage mandates

-- Great West Life renews
contract for five years

-- Partnership agreement
with Ontario Chiropractic
Association

General economic and industry conditions affected BCE Emeaigis’ performance in 2002

“Following several years of large increases in I'T spending (during the late 1990s and
into 2001), the growth in IT spending hit a dramatic snag in 2002. Across all industries,
IT spending was down 7.1 per cent in 2002, and it is expected to be flat in 2003
(dropping another 0.2 per cent).”

Gartner, “Gartner 2002 IT Spending and Staffing Survey Results”, October 24, 2002
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» 2002 FINANCIAL HIGHLIGHTS

OPERATIONS Millions of dollars
Revenue
EBITDA™?
Netloss  —reported
—adjusted®?
Cash flow from operating activities

PER SHARE DATA Dollars per share
Earnings - reported
— adjusted®

Cash flow from operating activities

REVENUE COMPONENTS Percentof total revenue

Recurring revenue
I U.S. revenue

[, FINANCIAL POSITION Millions of dolfars
B Cash and cash equivalents

Working capital

’ ' Long-term debt and deferred credits
Equity

|

20902 2001 % CHANGE
539.9 656.4 a7.7)%
28.6 126.8 (77.4)%
(110.3) (414.4) 73.4 %
(15.4) (49.3) 68.8 %
15.2 105.7 (85.6)%
(1.09) (4.35) 74.9 %
(0.15) (0.52) 71.2 %
0.15 1.11 (86.5)%
91 % 78 %
4 % 41 %

107.0 183.3 (41.6)%
14.3 145.8 (90.2)%
42.9 38.8 10.6 %

601.9 914.9 (34.2)%

At A e

i EBITDA used in this annuol report does not have o meaning under Canadian Generally Accepted Accounting Principles (GAAP) and therefore may not be comparabie
to similar measures presented by other publicly traded companies. It is defined as earnings before depreciation, amortization of intangibles, interest, write-down
of assets, accretion on convertible debenture, other expenses and income taxes. No reconciliation is provided in the Consolidated statement of earnings.

2 Excluding restructuring and other charges in 2002
3 Excluding amortization of goodwill in 2001




~GROWTH

Grow organically

and profitably

OPERATIONAL
EXCELLENCE

Focus on
execution
and customer
service

EXPANSION
- Expand core

.’ product offerings
‘ and channels

RELATIONSHIPS
- Leverage
relationships
with Bell Canada,
financial institutions

ACQUISITIONS
Pursue
internally
funded
acquisitions




LETTER TO SHAREHOLDERS
FROM THE CHIEF EXECUTIVE OFFICER

(o—>

STRAIGHT TALK ON 2002

WITH A NEW BUSINESS PLAN IN PLACE FOR 2003, AND A STREAMLINED PRODUCT OFFERING,
BCE EMERGIS HAS STRENGTHENED ITS FOCUS ON ITS BUSINESS FUNDAMENTALS
AND ON REALIZING TS MARKET POTENTIAL.

2002 was a year of profound adjustment at BCE Emergis and I am
gratified with how management rose to the challenge. While
some of the factors we faced were external and clearly beyond our
control, others were well within our power to change—and this
is precisely where we acted to turn things around.

I'am therefore pleased to report that your company was cash-
flow and net-income positive during the second half of the
year. However, given the impact of general industry trends
throughout the year, overall revenue was down. Revenue for
2002 totalled $540 million compared with $656 million the
previous year, reflecting the impact of a $93 million decline
in non-recurring revenue, and a fixed revenue reduction

of $38 million, related to a contract for legacy products with

Bell Canada. Recurring revenue was $489 million as compared
with $513 million in 2002. EBITDA for 2002 was $29 million,
after excluding restructuring and other charges of
$117 million taken during the year. This compares with
EBITDA of $127 million in 2001. The eHealth Solutions
Group, North America was the most important contributor in
2002 to our overall profitability, with the U.S. operations

representing the most significant portion.

PLAN OF ACTION In the second quarter of 2002, after a
thorough review of operations, a restructuring plan was putin
place to bring expenses in line with recurring revenue and to

streamline our product offering.



LETTER TO SHAREHOLDERS
FROM THE CHIEF EXECUTIVE OFFICER

EVERY SUCCESSFUL BUSINESS
IS BUILT ON SERVICE AND
RELATIONSHIPS, AND OURS

IS NO EXCEPTION.

We made several decisions to sharpen our focus:

-- Reducing the total workforce by 20 per cent, and senior
management by a higher proportion;

-- Exiting several products;

-- Creating a more streamlined, agile organization that is more
closely aligned with our products;

-- Making efficiency gains by centralizing and integrating past
acquisitions and various operations;

-- And, perhaps most important, making execution and
discipline core components of our plan. This will ensure

- that each member of the organization understands his or
her role, and is accountable to customers and colleagues.

To effect this culture shift, we made a number of additional

changes. First, in 2003, we put in place a direct link between

compensation and the attainment of operational objectives
and customer satisfaction. Second, we launched a new
customer delivery organization whose mandate is to
coordinate internal resources, ensuring that we deliver on our
promises cost-effectively and on time. Third, we're fostering
a culture of openness. Just as we're clarifying the organization’s
operations and goals, so are we working hard to strengthen
relationships—with employees, with customers and with
our shareholders.

ARCHITECTURE OF succEess Through the actions we took
in 2002 and our ongoing business review, we’re ensuring
that the changes at BCE Emergis are lasting—that operations
are not driven by ad hoc quarter-to-quarter decisions, but by




LETTER TO SHAREHOLDERS
FROM THE CHIEF EXECUTIVE OFFICER

WE ARE WORKING HARD TO
STRENGTHEN RELATIONSHIPS —
WITH EMPLOYEES, CUSTOMERS

AND SHAREHOLDERS.

a clear-eyed focus on building a company for the medium-to-
long term. For this reason, we have erected BCE Emergis’ 2003
‘business plan on five strategic pillars for success.

ORGANIC GROWTH The focus is now on successful
execution and on our ability to deliver recurring revenue from
our customer base. Growth will come from expanded
relationships with existing customers, broader adoption of
our products and new business contracts.

OPERATIONAL EXCELLENCE “Execute well on the fun-
damentals and take good care of the customer” will be our mantra
for 2003 and beyond. Our operational focus will be equally sharp.
EXPANSION We've scaled back our offering, retaining only
high-potential products for our North American markets.
Now we will attempt to expand on these core solutions, broad-

ening their capabilities and our expertise to win new business.

RELATIONSHIPS Every successful business is built on service
and relationships, and ours is no exception. I believe we can
do more with our existing relationships, particularly with
Bell Canada, Canadian and U.S. banks, insurance companies,
Visa and Federal Home Mortgage Corporation (Freddie Mac).
ACQUISITIONS We will pursue strategic, internally funded
acquisitions. These would have to fit within our existing
businesses, leverage or complement their operations, or

strengthen their competitiveness.

POSITIONED FOR GROWTH Given the low penetration
rates in our markets, BCE Emergis enjoys strong growth
potential. We are an early entrant in many of our ¢Business
markets, and often serve customers who are industry leaders.
This positions us well for the future.

n._nnz



LETTER TO SHAREHOLDERS
FROM THE CHIEF EXECUTIVE OFFICER

Our potential to leverage relationships with large custo-
mers is another strategic advantage. Leading American
banks, for example, channel our solutions to many of their
Fortune 500 customers, who now use our elnvoicing solution
with more than 10,000 of their trading partners.

In 2002, BCE Emergis extended its key contract with Visa to
Visa International, bringing the business-to-business electronic
payment and information management solution to a global
scale. Currently in pilot with two major U.S. banks, Visa Commerce
is a new B2B payment and information service from one of the
world’s most recognized financial brands. The new contract
follows on the heels of a similar agreement with Visa US.A,,
which represents 14,000 banks. Visa International represents
an additional 7,000 banks worldwide. Visa chose BCE Emergis

KAREN EDWARDS vice-president, financial sales, eBusiness Solutions

“When Bank of Montreal signed up in November for our Can-Act business tax payment

service, it meant that every major Canadian bank is now participating. What's in it for banks?
They provide a value-added service to their business customers, who pay GST, PST, source
deductions—the full gamut—all online. The service is branded for the bank, and the customers
can access it through their website. Can-Act was chosen because of its leadership and expertise
in the government tax service market place. With Bank of Montreal going live in May 2003,
our sales push is to now work with all banks to increase adoption by more businesses, and

bring even more types of tax filing online.”

for the excellence of our solutions, our expertise and our
patented technology. Bell Canada is another marquee
customer whose importance transcends the direct sales we
receive from Canada’s leading telecommunications company
and largest biller. By partnering with Bell, we gain access to
its broad base of corporate customers.

eTransaction security is one of the solutions we deliver
through Bell. BCE Emergis has proven expertise in electronic
security, protecting both corporate and government
transactions. Through Bell, we are conducting significant
business with Canada’s federal government, and are targeting
its provincial counterparts for similar solutions. Indeed,
Canadian governments have stated their intention to move

their internal and external transactions online, providing

D.-NNR




LETTER TO SHAREHOLDERS
FROM THE CHIEF EXECUTIVE OFFICER

“EXECUTE WELL ON THE
FUNDAMENTALS AND TAKE
GOOD CARE OF THE CUSTOMER”
WILL BE OUR MANTRA.

enhanced and more cost-effective services, without compro-

mising security.

THE CHALLENGES AHEAD BCE Emergis made progress
during the last six months of 2002, positioning us once more
for future growth. Nevertheless, challenges do remain. Chief
among these is to generate sales in a soft market. By leveraging
customer relationships and sales channels in our eFinance
sector and in the Canadian operations of our eHealth business
unit, we will continue to grow the adoption of our eBusiness
products and our core revenue base. And when markets do
rebound, BCE Emergis should be in position to make even
greater strides. In the eHealth business in the United States,

a strong contributor to our profitability, we have a number of
technology initiatives underway such as the development of
larger online provider directories and a single proVider
database, which could deliver new revenue opportunities. Our
progress in leveraging our network of payors and providers to
develop and sell our electronic solutions, however, has been
limited and will remain a challenge. We nonetheless will
continue to improve operations in our day-to-day business
and augment our revenue from existing and new products.
At the same time, we must further promote our solutions’
proven benefits for businesses and governments alike.
The higher the adoption rate, the greater the savings and
efficiencies for customers—and the greater the revenues for

Do NG



LETTER TO SHAREHOLDERS
FROM THE CHIEF EXECUTIVE OFFICER

BCE Emergis. We will also pursue a review of our various
product lines and businesses to ensure they continue to
meet our goals.

Finally, we need to stay focussed on execution and on
discipline. I believe we have intensity and purpose, and we
are now working hard to create value for our shareholders.

BOARD CHANGES I would like to take this opportunity to
extend my gratitude and appreciation to Brian Edwards, who
stepped down as Vice-Chairman and CEO in May 2002.
As the founder of MPACT Immedia, Mr. Edwards stood at

ALAN NEELY president, cPayment Solutions

“Visa Commerce integrates with existing financial systems, enabling buyers

to initiate electronic payments between businesses. It therefore bridges the payment

gap in the procure-to-pay process, facilitates payment reconciliation, and improves cash flow
management. Make no mistake, this is a significant undertaking by the world’s number one
payment brand. With its extensive international bank membership, Visa Commerce
addresses a worldwide market of 90 billion transactions per year, worth US$50 trillion.
Visa chose to work with BCE Emergis from among the world’s top competitors. They chose
us for our broad capabilities, our B2B innovations such as elnvoicing, and our proprietary
technology. Today, we enjoy a great working relationship with Visa and

we're proud to be a part of this leading-edge offering.”

the helm for 15 years, saw the company acquire Bell Canada’s
electronic commerce assets in 1998 and become BCE Emergis.
His entrepreneurial spirit heiped guide BCE Emergis
through rapid growth and create a leader in North America’s
eBusiness industry.

I also welcome ]. Spencer Lanthier, who recently joined
the Board of Directors. A former Chairman and Chief
Executive Officer of KPMG Canada, Mr. Lanthier is a member
of the Order of Canada, and sits on many leading corporate
and charitable boards. I look forward to his counsel

and experience.
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'STRAIGHT TALK ON OPERATIONS

§  erINANCE (R : eHEALTH
Financial Services ‘ Health Market

¢BUSINESS S(;lutions h . y ¢HEALTH Solutions Group, North America:
eLENDING Solutions bt - HEALTH Solutions Group (Canada)
€PAYMENT Solutions . - HEALTH Solutions Group (U.S.)

Two Verticals

2003 ORGANIZATION STRUCTURE— " -
D ETTER BUSINESS FUTURE - -
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LETTER TO SHAREHOLDERS
FROM THE PRESIDENT AND CHIEF OPERATING OFFICER
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STRAIGHT TALK ON OPERATIONS

With the 2003 business plan in place, BCE Emergis is now
honing its competitive edge. We are focussing our activities on
generating higher revenue from current operations, and on
winning new business from existing customers in the financial
services and health sectors.

eHEALTH SOLUTIONS GROUP, NORTH AMERICA Inthe
United States, eHealth operates one of the country’s largest
independent preferred provider networks, working with
more than 500,000 physicians, 26,000 ancillary facilities and
4,800 acute care hospitals. In a single year, we process some
five million claims.

Our immediate challenges are three-fold: first, to raise

operational intensity in our day-to-day business; second, to

grow our revenue from existing and new business; and third,
to better integrate the group’s acquisitions made over the past
few years. This will enable the divisions to operate on acommon
technology platform and database, placing them in a stronger
position to acquire new business, serve current customers, and
operate more efficiently. A unified platform should strengthen
our competitive edge with new real-time services, such as
larger online provider directories and more cross-selling
opportunities. We're making good progress on this and expect
to have a unified database in 2003, which could deliver new
revenue opportunities.

In Canada, eHealth is the leading processor of electronic drug
and dental claims, working with six of the largest insurance

companies, 99 per cent of Canadian pharmacies and 63 per cent

I'--013
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LETTER TO SHAREHOLDERS
FROM THE PRESIDENT AND CHIEF OPERATING OFFICER

of dentists. All told, the Canadian end of the eHealth business
processes 84 million drug, dental, and workers’ compensation
claims annually.

Transaction volumes in Canada are healthy and growing by
13 per cent annually. Sun Life Assurance Company of Canada
renewed and expanded its business with us in 2002, signing a
three-year, $30-million contract. In the deal, Sun Life has
consolidated its dental claims switching with BCE Emergis,
building on our existing electronic pharmacy benefit
management services. Great West Life also renewed its contract
with BCE Emergis for another five years. With our market lead
in dental and pharmacy services, we’re now poised to expand
our product portfolio in related areas such as chiropractics and
physiotherapy. These and other new business gains are
targeted to raise our transaction volumes in 2003.

LEO LEBLANC vice-president, sales eHealth Solutions Group, North America

“Sun Life Assurance Company ol Canada renewed and expanded its business with us in
2002, signing a three-year contract. In the deal, Sun Life has consolidated its dental

claims switching with BCE Emergis, building on our existing electronic pharmacy benefit
management services. It all adds up to more than 16 million electronic transactions
annually. For BCE Emergis, thisis a very important agreement because we'll be serving one
of Canada’s premier insurance companies for an extended period. Further, BCE Emergis
has created the Powered Partnership program, a forward-thinking program which will help

the partnership evolve with the changing face of Canadian health claims processing.”

The public sector’s involvement in Canadian health care presents
added opportunities for business with governments. For example,
Ontario’s Workplace Safety and Insurance Board, one of the
Jargest workers’ compensation boards in North America, could
serve as a springboard for winning similar contracts throughout

the Canadian and American public sectors.

FINANCIAL SERVICES Customers in the financial services
industry who distribute our solutions include the top
six Canadian banks, as well as three of the top five banks
in the United States. In effect, these banks act as sales
channels for our products, so when the banks’ sales people
call on their Fortune 500 customers, their offerings integrate
BCE Emergis solutions.

P--014
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LETTER TO SHAREHOQLDERS
FROM THE PRESIDENT AND CHIEF OPERATING OFFICER

FOMERS

NANCIAL SERVICES
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TOP SIX CANADIAN BANKS ANI
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ePAYMENT soLUTIONS Using BCE Emergis’ elnvoicing
solution, customers in the United States processed 2.2 million
invoices valued at US$39 billion in 2002. In 2003, we will
enhance our elnvoicing product by introducing buyer-side
functionality and increasing our sales force.

BCE Emergis ranks among the leaders in North American
ePayment solutions, with its own patented technology.
Expertise in ePayment was a major reason that Visa
International selected BCE Emergis to provide key technology
and related services for its global Visa Commerce initiative. Visa
Commerce is an important new payment system that enables
rich remittance reporting and allows for international
financial settlement—far exceeding the capabilities of
traditional payment methods in use today. Visa Commerce,

currently in pilot stage, processed its first live transactions
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in December 2002 and is slated for broader distribution in
2003. BCE Emergis is a true business partner in this service,
sharing in all transaction fees.

eLENDING sSOLUTIONS Federal Home Mortgage
Corporation (Freddie Mac), the mortgage giant that finances
one out of every six homes in the United States, markets BCE
Emergis services to its partners and customers. The mortgage
industry, still largely paper-based, is particularly receptive to
BCE Emergis’ eLending solutions. Afterall, up to 100 documents
may be needed to deliver a mortgage, at considerable expense
and time. By contrast, eLending’s electronic ordering,
management and archiving tools will yield cost savings of
about US$300 per loan.

P--018
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LETTER TO SHAREHOLDERS
FROM THE PRESIDENT AND CHIEF OPERATING OFFICER

In September 2002, we greatly expanded our long-term
relationship with Freddie Mac. We purchased their online
mortgage processing and closing tools, which we’re bringing
to final development. And in turn, Freddie Mac will market
and distribute the entire suite to American lenders, including
the recently launched Emergis® Vendor Services Exchange.
These solutions will enable lenders, brokers, vendors and
other participants in the mortgage process to conduct their
business with greater efficiency, accuracy and speed. They will
also help to bring more users online, boosting usage and
revenue for BCE Emergis. In 2003, the eLending Solutions
group will focus on product delivery and initial sales to

lenders and settlement service providers.

JOHN BARNES vice-president, product managetnent, cbending Solutions

“I believe we have substantial growth opportunities with Freddie Mac. With a

mortgage portfolio worth USS$1 trillion, Freddie Mac is a big player in the U.S. mortgage
industry and a leading provider of innovative electronic tools. The residential mortgage
industry is still largely paper-based, so by partnering with Freddie Mac, we're helping lenders
to cut costs, improve operational efficiency and defiver better service. In fact, our eLending
solutions enable customers to quickly mobilize new technologies without making a
significant technology investment. At the same time, they can benefit from our

full service customer care, business support and technical implementation services.

We hope to use the lessons learned with U.S. customers to complement

our offering in the Canadian mortgage market.”

Meanwhile, our Canadian eLending operations will build on
existing business, distributing tools that ease the car-loan and
mortgage process. We will also target sales to Canadian banks,
building on contracts signed in 2002 with Scotiabank, La

Fédération des caisses Desjardins du Québec and National Bank.

eBUSINESS SOLUTIONS Regrouping BCE Emergis’ offering
in the Canadian market, eBusiness Solutions includes
marquee products in eBilling, cash management, messaging
and security. We’re currently focussing our growth efforts on
three fronts. First, we are working hard to maximize cash flow
from high volume but low-growth products, such as credit-

card processing and EDI messaging.

P--016
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LETTER TO SHAREHOLDERS
FRCOM THE PRESIDENT AND CHIEF OPERATING OFFICER

AS FEDERAL AND
GOVERNMENTS

TO DELIVER

PROVINCIAL
SEEK
BETTER AND

MORE SECURE SERVICES ONLINE,

THEY' RE
ELECTRONIC

Second, following our purchase of e-route inc. in 2002, we are
now re-energizing webdoxs™, the system that enables
consumers to receive, view and pay invoices online. To date,
we've signed up 536,000 consumers, 83 of Canada’s top
brands, and five of the six largest banks. However, we need far
greater penetration to achieve satisfactory volumes. With
greater control of e-route, we've taken action by putting a new
leader in charge, and we're working to increase adoption
and revenue.

Similarly, our Can-Act tax filing and payment service is
now used by nine financial institutions, including the top
five Canadian banks, for their business customers. In 2002,

EXPANDING

THEIR
PROCESSES.

we processed more than 300,000 tax filings and payments to
federal and provincial governments, with transaction values
exceeding $1 billion per month. We curzently have 25 business
transaction types with federal and provincial governments,
such as payroll deductions and GST tax remittances. Additional
tax forms will be implemented during 2003.

Third, we are expanding and growing our government online
capabilities and services. As federal and provincial governments
seek to deliver better and more secure services online, they're
expanding their electronic processes. BCE Emergis is targeting
a substantial portion of this business opportunity.

P--017
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LETTER TO SHAREHOLDERS
FROM THE PRESIDENT AND CHIEF OPERATING OFFICER

BELL CANADA Our relationship with Bell Canada remains a
key competitive advantage, unlocking doors to many leading
organizations. This relationship includes services such as
Biller Direct, which enables Bell Canada customers to view
their bills on the web.

Beyond this direct business, however, we're targeting the
potential inherent in business we acquire through Bell Canada.
A notable example is the application and user security we
will provide through Bell’s Managed Network Services (MNS)
that will help to protect large enterprises’ corporate network,
application and information systems. Working with Bell,
BCE Emergis has already delivered security and transaction

solutions to the federal government, and is now cultivating

DALE WHITE senior vice-president, preferred provider organizations and shared services,
eHealth Solutions Group, North America

“The Principal Iinancial Group has been a customer since 1992, and today they use three of
our six core products—LEmergis® Provider Network, Emergis®Shared Savings Benefit Program,
and Emergis” Medical Management Services. What makes a Fortune 500 company serving
13 million customers worldwide choose BCE Emergis? Simply, for our ability to deliver
superior value through products such as our industry-leading Shared Savings Benefit
Program, which has driven nearly $400 million in savings on claims and administration

for The Principal since inception. Working in partnership with The Principal, BCE Emergis
continues to tailor solutions that enhance our customer’s edge in the highly

competitive health care market.”

new business with provincial governments. Other business
through Bell includes a contract for varied legacy services,
which will expire in December 2004.

THE PLAN IS WORKING Since the restructuring and
business plans were put in place, we believe we have made
progress in several areas of operation. Our customer focus is
sharper than ever, we're targeting core recurring revenues and
we're working hard with an energized sales force to sign new
business and grow faster in our chosen markets. I therefore
look forward to improved results in the next 12 months and
to building a better business future for BCE Emergis.

P--018
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MESSAGE FROM
THE CHIEF FINANCIAL OFFICER

L

(&) <—

v

AN

STRAIGHT TALK ON FINANCE

QUICK ACTION BY MANAGEMENT TO STREAMLINE OPERATIONS AND TO RE-FOCUS
ON THE FUNDAMENTALS HAS RESULTED IN A COMPANY THAT IS POSITIONED
TO CREATE INCREASING AND LASTING SHAREHOLDER VALUE.

I believe that a company’s mettle is better tested in
challenging markets than in boom times. I am therefore
encouraged by the improvement in our financial results in the
latter part of the year. The restructuring and other charges
taken in the second quarter of 2002 served to strengthen our
financial position, and during the last half of 2002 we began
to generate positive EBITDA, earnings and cash flow from
operations. As a result, BCE Emergis is entering 2003 with
a stronger financial position and with $107 million in cash
and equivalents on hand. We believe we're well positioned

to move ahead with our business plan for the coming year.

MAINTAINING DISCIPLINE Acting swiftly to deal with a soft
market, management streamlined operations in 2002,
reducing costs and increasing operational flexibility. We also
took a hard look at our product offering, moving to exit those
products with little or no potential for contributing to the
bottom line. Going forward, we will employ stricter financial
discipline for both new and existing products. This includes a
gated funding process for products requiring investment to
achieve their significant potential for profitable growth, and a
policy for maximizing cash flow generation from lower-
growth products. Steps such as these represent the beginning
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MESSAGE FROM
THE CHIEF FINANCIAL OFFICER

ESTED

MARKETS THAN

of a shift in the culture at BCE Emergis. They are designed to
instill greater operational and financial discipline, along with
a sense of ownership among employees, ultimately having a
positive impact on every job and on shareholder value. It's
one thing to understand this, it’s quite another to change
behaviour —and management is doing exactly that.

THINKING LONGER-TERM, SUSTAINABLE GROWTH It's
worth remembering that BCE Emergis is a relatively young
company in a young industry. While our growth potential is
significant, sustained growth will be achieved only through

financial discipline and a sharp focus on generating core

T

i

A COMPANY’'S METTLE IS
T

N CHALLENGING
IN BOOM TIMES.

recurring revenue. Success in this area will translate into even
faster-growing earnings with the operating leverage inherent
in our business model.

Growth in our core recurring revenue will also serve to reduce
the volatility in our revenue stream and provide greater
operational stability. Management will be better able to plan
mid- to long-term with a view to building enduring value for
our shareholders. But in order to concentrate on the longer
term, we are moving away from issuing short-term guidance
and away from decisions that favour short-term benefits at
the expense of long-term value.
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MESSAGE FROM
THE CHIEF FINANCIAL OFFICER

STRATEGIC ACQUISITIONS With sustainable profitability
and a healthy financial position, BCE Emergis can take
advantage of current industry consolidation to accelerate
growth through strategic acquisitions. However, candidate
companies must satisfy all our criteria: leveraging our
existing sales channels; complementing or enhancing our
technology platforms; reinforcing our competitive position;

and being accretive to earnings in short order.

REGINALD ENRIGHT senior director, market development, eBusiness Solutions

“Bell Canada is our main channel to the Canadian marketplace. For the most part, this

means BCE Emergis develops managed security services, which Bell markets to large enterprise
customers, helping them to protect their information, databases and user confidentiality. Secure
Channel, developed with Bell and other partners on behalf of the federal government, is our
biggest such project. It vaults the partnership into the forefront of electronic security, and has
created one of the largest Certificate Authority services in the world. It's the first step to ensuring
that ordinary citizens accessing e-government services will be fully protected. Why is this kind
of security important? Well, consider how in daily life we use our driver’s licence, passport and
other documents to authenticate who we are. We need the same kind of security in the digital

world, where digital certificates of authenticity protect transactions from tampering and theft.”

SETTING TARGETS, MEETING CHALLENGES The financial
and operating targets we’'ve set for 2003 are challenging in
today’s markets. The path to meeting them clearly requires
a renewed focus on execution and customer retention:
that is, on growing our core recurring revenue base and
continuing to control costs. In short, we must continue to
focus on the day-to-day fundamentals required to run
a sound and growing business —all with the ultimate aim

of increasing shareholder value.
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| * " WE CONTINUE TO BELIEVE IN -OUR TRANSACTION-BASED RECURRING
... ...REVENUE MODEL..WITH THE REALIGNMENT AND REDUCTION OF OUR OPERATING
i "ExPENsés,- WE BEGAN TO GENERATE POSITIVE NET INCOME |

~ AND CASH FLOW FROM OPERATIONS IN THE SECOND HALF OF 2002.

.C

" NOTES
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2002 WAS A YEAR OF CHALLENGE AND ADJUSTMENT. DESPITE DIFFICULTIES,
WE WERE ABLE TO WIN NEW BUSINESS, GAIN ACCESS TO NEW
TECHNOLOGIES AND INCREASE THE GEOGRAPHIC REACH OF OUR PREFERRED
PROVIDER NETWORK IN THE UNITED STATES.

Management’s discussion and analysis is intended to provide
our view of the factors affecting our 2002 performance, to
facilitate the understanding of the 2002 financial results,
to compare to 2001 and to communicate our 2003 outlook, as
well as the issues and the risks that may have an impact
on our future operations. It is intended to complement and
supplement the financial information included in the
Consolidated financial statements and Notes, and other finan-

cial information included elsewhere in this Annual Report.

As a result, it should be read in conjunction with such finan-

cial information.

We report our consolidated financial statements in accor-
dance with Canadian Generally Accepted Accounting
Principles (GAAP). All dollar figures are in Canadian dollars
unless otherwise indicated. Where we say “we”, “us”, “our”
or the “Company” we mean BCLE Emergis Inc. and its sub-

sidiaries, unless otherwise indicated.
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vionowm e BCE Emergis is a leading North American
cBusiness company enabling specialized transaction process-
es for the financial services and health sectors. BCE Lmergis
supplies solutions to businesses that automate transactions
between companies and allows them to interact and transact
electronically. We also provide cost containment services for
medical claims mainly through our preferred provider net-
work. Its leading technologies are centred on claims and
loan-related document processing, electronic bill present-
ment and payment solutions. BCE Emergis customers
include 14 leading Notth American health insurers, three of
the top five American banks, the top six Canadian banks, and
a number of North America’s largest enterprises. The
Company’s shares (TSX: IFM) are included in the S&P/TSX
Composite Index.

Our head office is located in Montréal (Québec) Canada. We
also lease offices and facilities in vartous other locations in
North America, including the Toronto, Ontario area; the
Washington, D.C. area; the Dallas, Texas area; Louisville,
Kentucky; Greenshoro, North Caroling; and Miiwaukee,
Wisconsin. BCE Inc. (BCL) directly and indirectly owned 64.7

per cent of our outstanding shaves at December 31, 2002.

cua wiscion To be a leading North American eBusiness
solution provider in the transaction-intensive financial services

and health verticals.

- To drive growth in our core recurring revenue’,
EBITDA? and earnings
-- To focus on operational excellence and execution
-- "lo leverage our relationships with Fortune 500 customers

and with Bell Canada

To strategically position oursetves to benefit from

anticipated growth in the eBusiness market

cuRr sery1ocs Qur solutions allow companies to con-
duct business and exchange information with their business
partners and customers. Focussed on our core competencies,
which comprise invoice presentment, payment and process-
ing services for insurance claims and loan-related documents
as well as security services, our solutions capture and process
transactions such as orders, invoices, statements, health

insurance claims and payments.

CUR StRAVES L wusinisy ua:ts In 2002 our opera-
tions were structured as three strategic business units:

-- cHealth Solutions Group, North America

-- BCE Emergis-Canada

-- BCE Emergis-U.S5.A.

THE €HEALTH SOLUTIONS GROUP, NORTH AMERICA addresses the
North American health market by enabling the processing
of claims handled by health insurance companies, worker
compensation boards, government agencies and private
employee groups, as well as by providing cost containment
services for medical claims. We leverage our business refa-
tionships with leading life and health insurance companies
in both Canada and the U.S. to offer them cost savings and
efficiencies, as well as the opportunity to re-engineer their

business practices.

BCE EMERGIS—CANADA offers a wide range of eBusiness technol-
ogy solutions to Canadian customers, which are sold
primarily through financial institutions and Bell Canada’,
acting as distributors. The focus of this business unit is on
network-centric services, business Internet access services,
security solutions and our secure electronic business net-
work services, mostly delivered through Bell Canada, as well
as on electronic invoice presentment and payment solu-

tions, distributed through financial institutions.

BCE EMERGIS—U.5.A. focusses on the financial services market in
the U.S., working with financial institutions and other indus-

try teaders to distribute our electronic solutions to their

1 Excludes revenue from erited products and from the three-ycar distribution agreement of legacy products with 8elf Canada, extended in September 2001.

2 EBITDA used in this document does not have o meaning under Generally Accepted Accounting Principles (GAAP) and therefore may not be comparable to simitar measures presented
by other publicly traded companies. It is defined as carnings belore depreciation, amortization of intangibles, interest, write-down of asscts, accretion on convertible debenture, other
expenses and income tases. (See Consalidated statements of earnings.) No reconciliation is provided in the Consolidated statement of earnings.

[

Bell Canade is a subsidiary of BCE and fs the fargest Lelecommunications coripany in Canado,
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business customers. This involves mainly the offering of

electronic invoice presentment, Joan-related document

processing and payment solutions.

Beginning in 2003, our corporate structure will reflect our
vertical industry focus across North America in the financial
services and health sectors. As a result, BCE Emergis - Canada
and BCL Emergis - U.S.A. will be combined and form the
elinance Solutions business unit. This unit will include the
following lines of business: elending solutions; ¢Payment
solutions; and eBusiness solutions, including the Bell Canada
distribution channel. The eHealth Solutions Group, North America

business unit will remain substantially unchanged.

This change in structure will result in the reporting of two
operating segments in our consolidated financial stalements
starting in the first quarter of 2003. We will conform com-

parative results to reflect this new presentation.

Our strategy is focussed on what we consider to be the five
pillars upon which we will build our future success:
1. GROWTH grow our core recutring revenue organically

and profitably

&)

. OPERATIONAL EXCELLENCE focus on execution and

customer service

j 5]

. EXpansioN expand core product ofterings and
distribution channels

4. RELATIONSHIPS leverage relationships with Bell Canada

and financial institutions, including banks and

insurance companies

W

. ACQUISITIONS pursue strategic internally funded acquisi-
tions focussed in our areas of activity

SAVE AL L A< ToRT Inmapping out our strat-

egy, we consider the following external factors as key in

shaping the business environment in which we operate:

ECONOMIC CONDITIONS During times of economic uncertainty,
companies reduce their technology spending, which may

impact our ability to sell, as well as the way we sell some of

our solutions. l'or example, rather than selling technology
licenses which often involve large up-front payments, we
sell hosted solutions with transaction-based pricing, which

ofters customers a pricing advantage.

ApoPTION We develop and market technology solutions,
which transform paper business processes into electronic
business processes. Our success will be dependent upon the
rate of adoption of such technologies and processes by our
target markets. Increased adoption will have a positive

impact on the demand of our solutions.

As we are a medium-sized company liaising mostly with cus-
tomers who operate in a Fortune 500 marketplace, potential
customers may sometimes prefer to do business with compa-
nies their own size. Alternately, some potential customers
may choose to develop and implement solutions similar to
ours, using in-house resources. In both cases described, the
business decisions of potential customers could have an

effect on revenue growth.

COMPETITIVE POSITIONING We face pressures from competitors
selling similar solutions, which affect the product function-
ality we must develop and the selling strategy we must adopt.
This will influence our capacity to grow or maintain our rev-

enue base as well as retain customers.

PRODUCTIVITY Since our solutions can increase operating
efficiencies of our customers through the conversion of
paper business processes into electronic business processes,
productivity pressures should have a positive effect on our

business.

I “o 5o Inoorder to achieve
our objectives, we depend on the following critical internal

success factors:

OuR EMPLOYEES Our ability to innovate, to develop new solu-
tions, and to sell and deliver them on time to customers is
dependent upon our ability to attract and retain highly

skilled, committed and creative employees.
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SERVICE QuUAUTY Our ability to deliver our solutions and pro-
vide our services to customers on time, in accordance with
the expected levels and quality of service, including network
and application security, availability and reliability, will

affect our growth and profitability.

SALES AND MARKETING Our ability to stimulate our distributors
to proactively sell our solutions to their customers, as well as
our ability to be effective in selling and marketing our solu-

tions directly, will affect our growth and profitability.

OPERATING EFFICIENCY Qur operating costs, consisting mainly
of costs associated with people, teleconumnunications and
computing, must be aligned with our recurring revenue base.
We must be effective in our allocation of capital resources
and focused on execution, delivery and control to ensure we

attain our profitability targets.

RESEARCH AND DEVELOPMENT We must maintain an adequate
tevel of funding of research and development to allow us to
innovate and expand our product offerings.
[OOSR S

2002 was a year of challenge and adjustment. During the first
quarter, we warned our stakeholders that our expected finan-
cial results for the quarter and the year would not meet the
expectations of the financial community. A plan to restruc-
ture, focus on core competencies {presentment, payment
and claims processing) and exit non-core products was
announced carly in the second quarter. This announcement
was followed by a change in leadership, a detailed review of

our operations and a renewed strategic focus.

Despite the difficulties, we were still able to win new busi-
ness, such as Visa International Services Association (Visa
International), renew termed contracts such as Sun Life
Assurance Company of Canada (Sun Life) and The Great-

West Life Assurance Company (Great-West Life); access new

technologies by making a strategic acquisition in the U.S.
mortgage lending market while entering into a marketing
relationship with a leading player, the Federal Home Loan
Mortgage Corporation (Freddie Mac); and increase the geo-
graphic reach of our preferred provider network in the United
States, through the acquisition of Admar Corporation
(Admar), while strengthening our relationship with an

important payer customer.

During the third and fourth quarters we realigned and
reduced our expenses to match lower revenue levels, thus
shifting our focus from overall revenue growth to recurring
revenue growth and profitability; and on December 18, we

announced our 2003 business plan.

We believe we have emerged as a more agile, more cost- and
customer-conscious organization, focussed on results. To this
end, we have deployed a new customer delivery organization
and have tied employee compensation to customer satistac-
tion and operating results. We are also pursuing our review of
our various lines of products and businesses to ensure that

they continue to meet our objectives.

-- 18% decline in overall revenue over 2001

-- 91% of revenue in 2002 was recurring in nature compared
with 78% in 2001

Related party revenue was $141.3 million or 26% of total

revenue compared with $205.4 million or 31% of total

revenue in 2001

'
)

41% of total revenue in 2002 was U.S.-sourced revenue,
stable with 2001 despite the overall decline in revenue

Restructuring and other charges totalling $116.8 million

were recorded in the year
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-~ Earnings before under-noted items* excluding restructuring
and other charges amounted to $28.6 million compared
with $126.8 million in 2001

Qur net loss totalled $110.3 million (net oss of $15.4 mil-

lion excluding the after-tax effect of restructuring and

other charges) compared with a net loss of $414.4 million
in 2001. (The 2001 net loss excluding goodwill amortiza-
tion was $49.3 miilion.) i

- Our net loss per share was $1.09 (the loss per share
amounts to $0.15 excluding the after-tax effect of restruc-
turing and other charges) compared with a loss per share of
$4.35 in 2001. Excluding goodwill amortization, the loss
per share in 2001 was $0.52.

[ NI R

Cash and temporary investments totalled $107.0 million
compared with $183.3 million in 2001

'
H

Maiketable securities totalling $1.9 million were disposed of

during the year.

-- Other current assets dropped as a resuit of stronger cash col-
lection etforts combined with a lower revenue base

-- Total debt, comprised mainly of capital lease obligations,
remained at the same approximate level as 2001 ($62.0 mil-
lien vs. $65.6 million, respectively) despite repayments
of $29.7 million. This was due mainly to the $18.9 million
of debt financing incurred as a result of the acquisition of
online mortgage processing and closing technology tools
from Freddie Mac, and to additional capital lease financing.

SHALTL ) M FLOWS

- $15.2 million of cash flows generated from operations,

compared with $105.7 million in 2001

$23.8 million invested in capital assets in 2002 compared
with $57.0 million in 2001
$42.0 million of cash used to fund 2002 acquisitions

t
.

($12.7 million related to e-route and Admar and the bal-
ance of $29.3 million to fund commitments on prior
years' acquisitions, namely BCE Emergis Technologies, Inc.
and Associates tor Health Care (AHC)), compared with
$59.2 million in 2001.

LA et L U S S VT
fEAMAC Al

The 2002
objectives, as set out in the Management’s Discussion and

SEjeCTivEL D L b d

Analysis of our 2001 Annual Report, were as follows:

DR - Grow the recurring revenie base

-- Our recurring revenue for the year ended December 31,
2002 was $489.9 million compared with $513.1 million in
2001. This decrease of $23 million was due primarily to a
revenue reduction related to the distribution agreement
for legacy products with Bell Canada (Bell Canada legacy
contract) renegotiated in September 2001-$34 million in
BCE Emergis-Canada and $4 million in eHealth Solutions
Group, North America, mitigated by a net $14 million

increase in recurring revenue from other sources.

'
3

The acquisition of online mortgage processing and closing
technology tools from Freddie Mac has enabled us to
expand our product offering and join forces with this lead-
ing market player in the mortgage lending market in the
United States. This should begin to have a positive impact
or our recurring revenue base in 2003.

aRit. ovr o [pcrease operational focus in three core areas:
presentiment, payment and claims processing:

- Drive channel effectiveness and custoimer adoption

-- Make strategic acquisitions in core activities

-- Divest non-core products and businesses

2002 was a year of increased focus around
presentment, payment and claims processing:

-- We moved to exit a number of non-core product lines,
which generated $25.1 million of revenue in 2002 and
which had an overall negative impact on profitability prior
to divestitures.

-- Distribution channel effectiveness and customer adoption
remain challenging in the current environment. Never-
theless, we have been able to expand our relationships
with customers such as Visa and Sun Life.

-- We purchased e-route, a customer in the bill presentment

business which was owned by major Canadian banks, with

4 Earnings before depreciation, amortization of intangibles, interest, wrile-down of assels, accretion on convertible debenture, other expenses and income taxes.
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a view to have greater control over the marketing and
selling strategy of our webdoxs bill presentment solution.
-- The Admar acquisition increased the geographic reach of
our US. preferred provider network while strengthening

our relationship with one of our major payer customers.

< oet v Realign cost structure to ensure long-term profitability
Sl oy a0 L Inan effort to streamline our operations
and become a more agile organization, we reduced our
employee numbers by 17% at year-end, from 2,603 to 2,168.
Including consultants, the total workforce reduction was
20%, from 2,860 to 2,275.

SO ey T D SICODUNT e 2 G LS
Note 2 to our Consolidated financial statemnents includes a sum-
mary of significant accounting policies. The understanding
of certain of the accounting policies used to prepare our con-
solidated financial statements is critical to understanding the

results of our operations and our financial condition.

These significant accounting policies require management to
make estimates and assumptions and apply judgment, which
affect the reported amounts and disclosure of assets and lia-
bilities, as well as the measurement and recognition of
revenue and expenses and may require the assessment of fac-
tors where the final outcome is uncertain. Actual future
results may differ from those estimates and could have a
material impact on our financial results and financial condi-
tion. Management has established control procedures to

ensure the consistent application of accounting policies.

The following details BCE Emergis’ significant accounting

policies that require management’s judgment and estimates.

Do o0 o Wesometimes sell our products
under arrangements that include multiple elements. [n these
instances, the elements of the arrangements may be delivered
at different times, requiring the determination of the appro-
priate time to recognize the revenue. This determination
requires assessments as to whether any of the undelivered ele-

ments are essential to the functionality of the product, as well

as to the fair value of each of the undelivered elements. The
period over which the revenue related to such arrangements is
recognized depends on the outcome of such assessments.
ALLZW S U i YR We main-
tain allowances for losses that we expect will result from

customers who do not make their required payments.

We estimate the allowances based on the likelihood of recover-
ing our accounts receivable. This is based on past experience,
taking into account current and expected collection trends.
VAL R PR
ass:1 - Lffective January 1, 2002, BCE Emergis adopted the
requirements of two new sections of The Canadian Institute of
Chartered Accountants (CICA) Handbook, section 1581,
Business combinations, and section 3062, Goodwill and other
intangible assets. The new standards require that goodwill
and intangible assets with an indefinite life no longer be
amortized to earnings; they must instead be assessed for
impairment on an annual basis by applying a fair value test at
the reporting unit level. Any impairment losses are recognized
to the extent that the carrying value of goodwill exceeds the
implied fair value and are charged to earnings in the year
in which they occur. In addition, the new section includes a
one-time transitional impairment test whereby any resul-

ting impairment is charged to opening retained earnings.

During the year management allocated existing goodwill to
the reporting units and completed the transitional impair-
ment test for goodwill as at January 1, 2002. An impairment
of $183.4 million resulted and was charged to opening
retained earnings in the second quarter of 2002 relating to
impaired goodwill of the eHealth Solutions Group ($86.0 mil-
lion), BCE Emergis-U.S.A. ($71.7 million) and BCE Emergis-
Canada ($25.7 million).

The new standards require that acquired intangible assets be
separately recognized if the benefit of the intangible asset is
obtained through contractual or other legal rights, or if the
intangible asset can be sold, transferred, licensed, rented ot
exchanged, regardless of the acquirer’s intent to do so. The
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determination of the useful lives of intangible assets may be
difficult to assess and may require considerable judgment
and analysis. Intangible assets with an indefinite life are
not amortized but are periodically tested for impairment (at
least annually). At the end of 2002, management assessed
the carrying value of goodwill and concluded that there was

no impairment.

BCE Umergis determines the fair value of the reporting units
from internally and externally developed valuation models,
using a market or income approach. These models consider
various factors, including normalized earnings (cash tlows),
projected forward earnings (cash flows), price earnings mul-
tiples and discount rates. Management uses judgment to
estimate the fair value of the reporting units. Actual resulits

could affect the reported value of goodwill.

SATUE sl N e iR Ciarage s On certain
occasions, we may decide to restructure or divest some of our
operations. At these times, we may also develop formal plans
for exiting businesses and activities as part of the restructur-
ing initiatives we intend to undertake.

These plans require significant estimates of the salvage value
of assets that become redundant or obsolete as well as of
expenses for severance and other employee costs, lease

cancellation and other exit costs.

Because exiting a business or activity is a complex process that
can take several months to complete, it involves periodicalty
reassessing estimates that were made when the original
decision to exit the business or activity was made. In addition,
we constantly evaluate whether the estimates of the remain-

ing liabilities under our restructuring program are adequate.

As & result, we may have to adjust previouslty reported
estimates when the payments are made or the activities are
completed. There may also be additional charges for new

restructuring initiatives.

Management uses judgment when esti-

mating income taxes and future income tax assets and

liabilities. In preparing the financial statements, we are
required to estimate income taxes in each of the jurisdic-
tions in which we operate. This process involves estimating
actual current tax exposure, as well as assessing temporary
differences that result from the difference in treatment for
accounting and tax purposes and the availability of loss

carry forwards.

The temporary ditferences and tax loss carry-forwards result
in future income tax assets and liabilities, which are included

in our balance sheet.

Management is required to assess whether it is more likely
than not that future income tax assets will be realized prior to
their expiration and, based on all available evidence, deter-
mine if an adjustment is required on all or a portion of the
recognized future inconte tax assets. Factors considered in
the assessment of the likelihood of realization include man-
agement’s forecast of future net income before taxes,
available tax planning strategies, which could be implement-
ed to realize the net future income tax assets, and the

remaining period of {oss carry-forwards.

Although realization is not assured, management believes,
based on available evidence, that it is more likely than not
that all future tax assets will be realized prior to their expira-
tion. On January 24, 2003, as part of a tax loss monetization
strategy subject to an advance income tax ruling, we
entered into an arrangement with Bell Canada in order to
accelerate the realization of our Canadian future income tax
assets. Under this arrangement, we anticipate realizing
approximately $15.0 million of tax attributes in 2003. This
transaction was reviewed and approved by an independent
committee of the Board of Directors and a fairness opinion
was obtained from an independent advisor. This arrange-

ment can be terminated at any time by either party.

g . In the normal course of busi-
ness, we become involved in various litigation matters.
Pending litigation may represent potential tinancial loss

to our business.
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We will accrue a potential loss if we believe the loss is probable
and it can be reasonably estimated. We base our decision on

available information.

We estimate the amount of the loss by consulting with out-
side legal counsel whom we hire to manage our defence. This
involves analyzing potential outcomes and assuming various

litigation and settlement strategies.

If the resolution of a legal matter results in a judgment against
us or in the payment of a large settlement, it could have a
significant and adverse effect on our results of operations,
cash flows and financial position in the period in which the

judgment or settlement occurs.

At this time, management is not aware of any material litiga-

tion which could have a material effect on the Company.

Poefa-visen comen iyt o OnJanuary 1,2002, we
also adopted the recommendations of The CICA Handbook
section 3870, Stock-based compensation and other stock-
based payments. This section establishes standards for the
recognition, measurement and disclosures of stock-based
compensation and other stock-based payments made in
exchange for goods and services and applies to transactions,
including non-reciprocal transactions, in which an enter-
prise grants shares of common stock, stock options, or other
equity instruments, or incurs liabilities based on the price of

common stock or other equity instruments.

The new standard sets out the fair value based method of
accounting to be used in measuring the cost of employee
stock option awards granted on or after January 1, 2002.
However, it allows companies the choice of recognizing the
resulting compensation expense as a charge to earnings or of
disclosing, in the notes to our consolidated financial state-
ments, the effect on net earnings and earnings per share of

the compensation expense had it been expensed.

BCE Emergis discloses the effect of the compensation
expense, resulting from the use of the fair value based
method of accounting for employee stock option awarids
granted on or after January 1, 2002, on a pro-forma basis in

Note 2 to our Consolidated financial statements.

The fair value determination of the option grants requires
management to make certain assumptions used in the
Black-Scholes option pricing model, relating mainly to
expected volatility of our shares. Inaccurate estimates could
affect the amount of compensation expense to be disclosed
on a pro-forma basis in the notes to the consolidated finan-
cial statements.

DI A S L S O TN L R A VR U S
During 2002, we experienced a $93.3 million decline in our
non-recurring revenue stream due to lower demand for our
solutions in soft technology markets. Recurring revenue
decreased by $23.2 million in 2002 mainly as a result of the

revenue reduction related to the Bell Canada legacy contract.

In the second quarter of 2002, we recorded $119.0 million of
restructuring and other charges, which we later reduced in the
fourth quarter by $2.2 million. The amount was comprised of
asset write-downs, severance and other employee costs,
contract settlements, as well as lease costs and was reduced by
the proceeds of disposition of certain exited activities.

Commencing in 2002 and in accordance with new account-
ing recommendations, goodwill and intangible assets
with an indefinite life are no fonger amortized to earnings
and are assessed for impairment on an annual basis.
Accordingly, in 2002 our earnings did not include any good-
will amortization compared with goodwill amortization of
$365.1 million in 2001. Furthermotre, we assessed the carry-
ing value of goodwill for impairment at the end of 2002 and

concluded that there was no impairment.
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SELECTED QUARTERLY INFORMATION

in $ millions, 0 Gl 2 N \
except earnings (loss) per share 2007 P 007 O o Za0 TLL ERRES S i
Revenue 132.0 143.3 141.9 158.7 135.1 173.0 130.9 181.4
Restructuring and ;‘
other charges - - 119.0 - - - (2.2) - :
Earnings (loss) before
under noted items* (20.5) 26.3 (107.6) 30.9 18.5 34.4 21.4 35.2

i

Net income (loss)y** (27.9) (15.0) (95.8) (90.6) 4.8 (107.5) 8.6 (101.3) !
|

|

Basic and diluted ‘
earnings {loss) !
per share (0.28) (1.23) (0.94) (0.96) 0.05 (1.14) 0.08 (1.03) E

* Sec our Consolidated statements of earnings.

** In accordance with new accounting recommendations, commencing in 2002 goodwill is no longer amortized.

C. .t
Our revenue recognition policy is disclosed in
the Notes to the consolidated financial statements. Our revenue

is derived from recurring and non-recurring sources.

A e
-- Transaction or usage-based charges for access to our tech-
nology and for services including claims processing and cost
containment, drug-claim adjudication and payment, pay-

ment and presentment processing and electronic messaging

'
0

Fixed and/or user-based monthly charges, primarily for
hosting and secure network services and access to our

provider network

RESULTS OF

It is important to note that recurring revenue refers to the
underlying nature of the revenue, as described above, and
that revenue from contracts that are not likely to be renewed
will be included in this category if it results from the activities
described above.

N RN (SN A TS ST

-- Fees for professional services related to the development,
integration, installation and maintenance of our solutions
for customers

-- Initial software license fees and activation fees

OPERATIONS

Years ended December 31

eHealth Solutions Group, North America 276.9

BCE Emergis—Canada 235.6
, BCEEmergis-USA. i 27.4
‘3 539.9
[ BN

- P ' ‘

513 307.0 46.8 (30.1) (9.8) i
43.7 296.4 45.2 (60.8) (20.5)
........... 50 530 8O (256)  (483)

100.0 656.4 100.0 (116.5) (17.7) l
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Total revenue for 2002 decreased by $116.5 million, or 17.7%,
owing to a $93 million decline in our non-recurring revenue
stream, which was due to lower demand for our solutions in
soft technology markets and the effect of lower recurring rev-
enue. The lower recurring revenue was due primarily to a
revenue reduction related to the Bell Canada legacy contract
renegotiated in September 2001-$34 million in BCE Emergis
-Canada and $4 million in eHealth Solutions Group, North
America-and mitigated by a net $14 million increase in recus-

ring revenue from other sources.

This net increase of $14 million includes: organic growth; the
inclusion of a full year of results related to the AHC acqui-
sition compared to six months in 2001; the acquisition
of Admar in the second quarter of 2002; and the effect of
favourable foreign exchange rates. These sources of growth
were partially offset by the acquisition of e-route, which
resulted in the cancellation of the monthly minimum fees
previously charged to e-route when it was not our subsidiary,

and the exiting of certain non-core activities.

Our recusring revenue accounted for approximately 91% of
our total revenue for 2002, compared with 78% in 2001 and
87% in 2000. Our non-recurring revenue for 2002 totalled
$50.0 million compared with $143.3 million in 2001.

a:LATeD PARTY REvinur Our related party revenue
from the BCE family represented $141.3 million in 2002 com-
pared with $205.4 million in 2001, or 26.2% and 31.3%,
respectively, of total revenue, a decrease of $64.1 million or
31.2% compared with 2001 revenues from these related par-
ties. This decline is explained by the revenue reduction
related to the Bell Canada legacy contract, lower professional

tees and the absence of license sales to our related parties.

Included in the $141.3 million is $69.2 million of revenue,
representing 49% of our related party revenue, pertaining to
the Bell Canada legacy contract. In 2001, this amount was
$105.3 million or 51.2% of the related party revenue.

We provide our related parties services for internal use and we
have a distribution relationship with Bell Canada whereby

it distributes our products to third parties.

SRS PETINE VAT S P ln
the United States, we operate a preferred provider organiza-
tion or PPO, which processes medical claims for the benefit of
health care payors, our customers. We serve as an intermedi-
ary between health care payors such as insurance companies
and self-insured entities, and health care providers, such as
hospitals and physicians, by entering into contractual
arrangements with providers who agree to provide medical
services at a discount to our payor customers. We then princi-
pally re-price the medical claims for the benefit of our payors.
We also provide health care utilization review and basic case

management services to our payor customers.

In Canada, we operate the largest private electronic real-time,
point-of-sale claims network for adjudicating prescription
drug claims and transmitting dental claims. We also process

workers’ compensation claims.

The eHealth Solutions Group, North America represented
51.3% of total revenue in 2002 compared with 46.8% in 2001.
The $30.1 million reduction in revenue is due to the effect of
lower recurring revenue of $3.2 million combined with lower
non-recurring revenue of $26.9 million. The decline in non-
recurring revenue relates mainly to lower professional and
license fees as well as a fee for termination of a royalty agree-

ment, which was not present in 2002.

The decline in recurring revenue is due to two factors: lower
claims volume in the United States principally due to the ter-
mination of an important customer contract; and lower
volume of claims in certain of our product offerings. Both
these factors were partly offset by the positive impact of a full
year of results from AHC, which in 2001 was included in our
consolidated results beginning June 28, 2001 (the date of
acquisition) and the acquisition ot Admar, in April 2002; the
increased volume of claims in Canada; and favourable for-

eign exchange rate variations. This unit operates in mature
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markets and is the most important contributor to our overall
profitability, with the U.S. operations representing the most
significant generator.

To address the disappointing results, we changed manage-
ment leadership to focus on execution and growth
opportunities, and to step up our technology development
effort for customer solutions. In Canada, we were then able to
expand our relationships and renewed termed contracts with
Sun Life and Great-West Life. In the United States, we
acquired Admar, which allowed us to expand the geographic
reach of our network all the while strengthening our rela-

tionship with an important payor customer.

Ourstrategy in the U.S. has been to try to leverage our network
of payors and providers to develop and sell our eBusiness solu-
tions. To date, we have seen limited progress in this regard.
Our various efforts have not met the anticipated results due
to the low adoption of technology solutions, the soft [T mar-
kets and the current U.S. health care landscape which is slow
to embrace new technology solutions. As a result, there have
been limited synergies between the U.S. operations and the
rest of our operations to date. We have a number of technol-
ogy initiatives such as the development of larger online
provider directories and a single provider database, which
could deliver new revenue opportunities. However, we
expect that the leveraging of our existing relationships to sell
morte eBusiness products will remain challenging. Our imme-
diate goals are to continue to focus on operational excellence
and execution, improving customer satisfaction and increas-
ing sales to grow our revenue base. Furthermore, we will try
to expand our product offerings and capitalize on cross-

selling opportunities to our customer base.

gos cwmens s-Csiana BCE Emergis-Canada offers a
wide range of eBusiness technology solutions which are sold
in Canada primarily through financial institutions and Bell

Canada, acting as distributors.

The Canadian business unit represented 43.7% of our total
revenue in 2002 compated to 45.2% in 2001. The $60.8 mil-
lion or 20.5% decrease in revenue is due to the effect of lower
recurring revenue of $27.1 million combined with lower non-
recurring revenue of $33.7 million. The decline in recurring
revenue was due mainly to the revenue reduction related
to the Beill Canada Jegacy contract; the acquisition of ¢-route
in April 2002, which resulted in the termination of revenue
recognition on a contract with that entity when it became a
wholly owned subsidiary; and the streamlining of our product
lines. The decline was partly offset by revenue growth mainly
from the Secure Channel initiative with the government
of Canada. Non-recurring revenue decreased due mainly to
lower professional and license fees with approximately half
relating to exited products. Recurring revenue for the unit was
91% in 2002 compared with 81% in 2001,

This business unit is responsible for activities with the BCE
group, principally Bell Canada, that serve both internal pur-
poses as well as those related to Bell Canada’s role as a
distribution channel for our product offerings. Among the
activities is an agreement, announced in December 2002,
to collaborate over the next three vears on the development
of a suite of eSecurity solutions, which Bell Canada plans to
sell to its customers. Tn 2002, this business unit’s revenue
from the BCE group represented $125.7 million compared
with $169.6 million in 2001, 53% and 57%, respectively, of
total revenue for the business unit.

in October 2001, we announced we had extended for anoth-
er three years the Bell Canada legacy contract and had
expanded this agreement to include, in addition to business
Internet access services, our electronic business network serv-
ices. These services enable enterprises to connect with their
partners and exchange data in a secure [P-based environ-
ment. We do not consider the Bell Canada legacy contract,

which ends on December 31, 2004, part of our core activities.
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Committed revenue over the remaining term of the Bell
Canada legacy contract will be $98.6 million in 2003 and
$65.1 million in 2004. These amounts include revenues
received directly from Bell Canada and directly trom cus-
tomers for whom Bell Canada acts as our distributor. Under
the Bell Canada legacy contract, the amounts we will receive
directly from Bell Canada will decrease from the 2002 levels,

due to lower pricing for business Internet access services.

Furthermore, also in 2001, we extended for an additional
three years a service agreement with BCE Nexxia Inc.
(Nexxia), under which we retain Nexxia, on a fixed price
basis, as our exclusive Canadian supplier of services such as
network and operations management services, product man-
agement, development and implementation. These services
enable us to offer, support, provision and deliver business
Internet access services as well as electronic business network

and security services.

Despite the difficulties encountered during 2001, we were
able to generate growth in both eSecurity solutions, as previ-
ously discussed, and the eLending platform. In fact, we
signed an eLending contract with Scotiabank in 2001, which
was fully deployed in 2002, relating to the registration of titie

and processing of motor vehicle loans.

This business unit also includes our eBusiness activities related
to webdoxs, for which adoption rates are not progressing as fast
as originally anticipated. In addition, pricing was reduced, as

per new arrangements following the acquisition of e-route.

The success of the business unit is dependent upon the adop-
tion of our technologies by our customers and the successful
marketing of our products by our distribution partners,
mainly Bell Canada and the financial institutions.

®TE EMERGIS—U.5.A. BCE Emergis-U.S.A. focusses on
the financial services market in the U.S., working with finan-
cial institutions and other industry leaders to distribute to
their business customers our electronic solutions, mainly
electronic invoice presentment, loan-related document pro-

cessing and payment solutions.

The U.S.A. business unit generated $27.4 million in 2002,
or 5% of total revenue, compared with $33.0 million or 8%
in 2001. This business unit was the one most atfected
by the reductions in technology spending caused by the

cconomic downturn.

in 2001, most of the revenue we generated was non-recurring
in nature and related mainly to initial software license fees
and professional fees derived from our elnvoicing solutions.
In 2002, recurring revenues were $15.1 million compared
with $0.8 million in 2001, reflecting an increase in revenue

from contracts signed in 2001.

During the year, we were able to expand our relationship
with Visa U.S.A. to include Visa Internationat. We are work-
ing closely with Visa to integrate our products into its
commercial payment solutions as well as provide Visa
with other payment-related application tools to facilitate
implementation and adoption among its large commercial
customer base. Two major Visa-member financial institu-
tions are currently participating in the Visa Commerce pilot
program: U.S. Bank Corp and Citigroup Inc.

This unit also benefjtted from the acquisition of online mort-
gage processing and closing technology tools from Freddie
Mac. In December, systems integration began with the imple-
mentation of 40 vendors and five lenders on the elLending
platform, which altowed for revenue recognition of imple-
mentation fees related to those customers funded by Freddie
Mac, as part of the acquisition. In addition, we entered into a
marketing agreement with Freddie Mac for the marketing of

eLending services to the U.S. mortgage market.

The success of this business unit is largely dependent upon
the adoption of our technology solutions and the successtul

marketing of our products by our distribution partners.

DURLCE U05TS o LA S e 1.0 Beginning in
2003, our corporate structure will reflect our vertical industry
focus across North America in the financial services and health
sectors. While the structure of the eHealth Solutions Group,

North America unit will remain substantially unchanged, the
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DIRECT COSTS AND GROSS MARGIN

- -
DIITCT L oen s ‘- '
Years ended December 31 _ - |
GUsiN L g ERT . AR '
eHealth Solutions Group, North America 336 6.2 49.4 7.5 (15.8) (32.0)
BCE Emergis—Canada 86.2 16.0 96.1 14.6 (9.9) (10.3)
BCE Emergis-U.S.A. R S 0.7 .. 33 05 .06 19.4
123.5 229 148.6 22.6 (25.1) (16.9)
TR0 s el y
Years ended December 31 Pl N N
- QUINTRS N s BEFRTHASTRERNIFEEAS NI G - N
eHealth Solutions Group, North America 243.3 87.9 257.6 83.9 (14.3) (5.6)
BCE Emergis—Canada 149.4 63.4 200.3 67.6 (50.9) (25.4)
BCE Emergis-U.5.A. G 23.7 . 865 499 942  (262) = (525)
‘ 416.4 77.1 507.8 77.3 91.49) (18.0)

BCE Emergis-Canada and BCL Emergis-U.S.A. will be com-
bined to form the eFinance Solutions business unit. This new
business unit offers significant growth potential, but includes
some lines of business that are in eatly stages of development
and, as such, is less profitable than our eHealth Solutions

Group, North America business unit.

Direct costs consist of telecommunications costs relating to
services provided to customers, provider network access fees,
the cost of products or services purchased specifically for cus-
tomer projects, royalties payable to third parties pertaining
to certain products and personnel costs for the installation and
integration ot specific customer projects directly related to rev-

enue. Overall direct costs decreased by $25.1 million or 16.9%.

The dollar amount decrease in direct costs from 2001 to 2002
for our eHealth Solutions Group, North America is due main-
ly to Admar and the full-year impact of the AHC acquisition,
which leverage our provider networks, reduce access fees for
our U.S. operations and account for the 4% increase in gross

margin percentage in this business unit.

The dollar amount decrease in direct costs related to BCE
Emergis-Canada relates mostly to lower volume. The
increased percentage in direct costs results from higher per

unit costs, accounting for the 4.2% reduction in gross margin.

The direct costs of our BCE Emergis-U.S.A. business unit
are not comparable year-over-vear due to the high proportion
of non-recurring revenue in our 2001 financial results rela-
ted to our elnvoicing solution for which direct costs were

not signiticant.
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ey v 1,
Years ended December 31 U PRV n : : )
’ MLLLS Yo BEVINYT SORTILNIOL D i tulio i :, '

Operations 176.5 32.7 178.3 27.2 (1.8) (1.0) {

Sales and marketing 66.3 123 77.1 1.7 108) (140 |

Research and development - 721 13.4 58.3 8.9 13.8 23.7 %

!

General and administrative 72.9 13.5 67.3 10.2 56 83 i

Restructuring and other charges |} 1168 216 I - 1168 100.0 |
Total 504.6 93.5 381.0 58.0 1236 324 } :
= .~ Operations expenses consist primarily of  The line item has increased as a percentage of revenue due to

personnel and personnel-related expenses, software and

hardware maintenance and facilities costs.

Expenses have increased as a percentage of revenue, due
mostly to our revenue mix for the year which had a lower
non-recurring revenue component than in 2001 (9% vs.
22%). Our non-recurring revenue is not generally associated
with operations costs. In addition, we did not benetit from
the full impact of our program to streamline activities until
the latter part of the year. Accordingly, we target operations
expenses to decrease in 2003.

ey omamicotean Sales and marketing expenses
consist primarily of personnel-related costs, as well as pro-

motional and trade show costs.

Expenses have remained relatively constant as a percentage
of revenue. The dollar decrease relates mostly to reduced
headcount and related expenses resulting from our restruc-

turing and cost-cutting initiatives.

In 2003, we target sales and marketing expenses to remair at

approximately the same level as a percentage of revenue.

Research and develop-
ment expenses consist largely of personnel-related and
consultancy costs associated with the development of new solu-

tions and enhancement and maintenance of existing solutions.

our development commitments related to the web claims
exchange (which we exited as part of our restructuring
program), our worker's compensation board initiative,

our ePayment solutions as well as eSecurity and cLending.

During the year, we recorded investment tax credits in the
amount of $2.2 million ($4.9 million in 2001) which reduced
our research and development expenses.

We target this line item to remain constant as a percentage of

revenue in 2003.

WEEETAL AND Ao A v General and adminis-
trative expenses consist largely of personnel-related costs for

corporate departments and facilities costs.

Expenses increased as a percentage of revenue and on an
absolute dollar basis due to several factors, including profes-
sional service fees, provisioning of accounts receivable, as well

as certain costs incurred as a result of corporate realignment.

We expect a reduction in this line item as a percentage of
revenue in 2003.

P R © In April 2002
we announced our plan to focus on key growth areas, drive
recurring revenue growth and streamline our service offer-
ings and operating costs. We proceeded to review our product

suite, identified services that we considered non-core and
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re-evaluated the carrying value of certain assets. We devel-

oped a restructuring program and recorded $119.0 million of

restructuring and other charges, which we subsequently
reduced in December by $2.2 million to reach $116.8 million
at year-end. The amount was made up of asset write-downs,
severance and other employee costs, contract settlements, as
well as lease costs related to excess facilities, and was reduced
by the proceeds of disposition of certain exited activities. The
restructuring and other charges included $72.6 million of
non-cash items and $44.2 million of cash items, of which
$271.6 million had been disbursed by December 31, 2002. The
remaining $22.6 million, consisting of $17.0 million in-
cluded in accounts payable and accrued liabilities and
$5.6 million, is included in the non-current liability section
of the balance sheet.

In the event that actual amounts differ from the estimates,
the charge will be adjusted accordingly. We do not expect,
at this time, actual amounts to be significantly different
from estimated amounts. Details of the restructuring and
other charges are included in Note 6 to our Consolidated

financial statemients.

-+ .0 Depreciation expensce relates to computer
equipment, assets under capital leases, furniture and fixtures,

otfice equipment and leasehold improvements.

The increase over 2001 reflects both our continued and
on-going commitment to invest in capital assets to build our

infrastructure and the impact of our acquisitions.

DEPRECIATION

. .
N | !
’ Years ended Decamber 31 i ) f
1 { :
H { L
| s l :
4 i 251 21.6 3.5 16.2
L : - ———— .
ARt JATe o o awiawcisi sn Effective January 1, As a result of using the purchase method to account for our

2002 we adopted the requirements of The CICA Handbook,
section 3062, Goodwill and other intangible assets. The new
standards require that goodwill and intangible assets with an
indefinite life no fonger be amortized to carnings; they must
instead be assessed for impairment on an annual basis by
applying a fair value test at the reporting unit level. In prior
years, goodwill was amortized to earnings on a straight-line
basis over a three-year period. Goodwill amortization
amounted to $365.1 million in 2001.

acquisitions, we allocated a portion of cost of the purchase to
acquired technologies, customer relationships and goodwill.
Due to the rapid pace of change in our knowledge-based
technology industry, we believe that these assets will have a
short life or have associated their useful lives to the term of
other related agreements and have, therefore, estimated their
useful lives at periods ranging between three and eight years.
We have amortized them over periods ranging from three to

eight years from the date of acquisition.

AMORTIZATION OF INTANGIBLES

Years ended December 31

41.1 4309

(90.5)

e e e s e s o e o

(389.8)
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The difference in the amortization of intangibles, other than
goodwill, from 2001 to 2002 amounts to a reduction of approx-
imately $25.0 million and is explained by lower amortization
due to the write-down of intangible assets included in our
restructuring and other charges, partly offset by amortization
of customer relationships and acquired technologies related to
the Freddie Mac, e-route and Bank of America acquisitions

described in Nofe 10 to our Consofidated financial stateiments.

oxeoeoi wend Thereduction of $7.7 million in interest
on debt is mostly attributable to the $8.4 million savings
on interest related to the convertible debenture due to our
parent company, which we repaid at the end of 2001. This
was partially offset by three months of interest incurred on
$18.9 million of debt related to the acquisition in 2002 of
online mortgage processing and closing technology tools
from Freddie Mac (approximately $0.4 million). We expect the
interest on our long-term debt to increase marginally in 2003

due to the financing received from Freddie Mac.

ACTR P A ! Jor oowe The
accretion on the convertible debenture relates to the option
on the convertible debenture due to our parent company
issued in December 2000 and repaid in full in November 2001.

WAREY L -0 2w Db M ARKITALDY EEE U A S S )

£ ovi-. . During 2001, a write-down of $33.1 mil-
lion was recorded to reflect the unrealized loss in the market
value of our investment in The Descartes Systems Group Inc.
{Descartes). These securities were received as partial consider-
ation in 2000 for the sale of our logistics electronic messaging
services to Descartes. In 2002, a net additional $0.1 million

write down related to the same securities was recorded.

Also in 2001, a provision of approximately $5.4 million was
recorded on certain other current assets to reflect an impair-

ment in their net realizable value.

The income tax recovery for the 2002 fiscal
year was $44.6 million compared to an income tax provision
in 2001 of $21.1 million. The effective tax rates for 2002 and
2001 were 28.8% and (5.4%), respectively. The statutory tax

rates for 2002 and 2001 were 37.3% and 40.3%, respectively.
The non-deductible portion ot the amortization of intangi-
bles in 2001 was the main factor accounting for the reduction
in the variance between the statutory tax rates and the eftec-
tive tax rates of the two fiscal years. In 2002, in order to
comply with The CICA’s new Handbook recommendations,

we ceased to amortize goodwill.

The current income tax provision of $14.4 million in 2002
($17.5 million in 2001) was mainly attributable to the foreign

taxes applicable to earnings from our U.S. operations.

Future income tax recovery was $59.0 million in 2002 com-
pared to a future income tax expense of $3.6 million in 2001.
The difference results mainly from a significant increase in
the net loss before tax (including restructuring charges)
adjusted for permanent differences in 2002 and the draw
down of the future income tax assets by $16.5 million in
2001. This draw down resulted from the reduced corporate
income tax rates announced for the years in which we expect

these assets to be realized.

Future income tax assets consist of deductible temporary dif-
ferences arising principally from the excess of the tax basis of
our depreciable assets over their carrying value and, to a less-
er extent, from the scientific research and experimental
development tax pool and non-capital losses carried forward.
Future income tax assets also include investment tax credits
(ITCs) generated by our eligible scientific research and exper-
imental development activities. The ITCs are recorded as a

reduction of our research and development expense.

On January 24, 2003, as part of a tax loss monetization strat-
egy subject to an advance income tax ruling, we entered into
an arrangement with Bell Canada in order to accelerate the
realization of our Canadian future income tax assets. Under
this arrangement, we anticipate realizing approximately
$15.0 million of tax attributes in 2003. This transaction was
reviewed and approved by an independent committee of the
Board of Directors and a fairness opinion was obtained from
an independent advisor. This arrangement can be terminated

at any time by either party.
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. ¢ tus Thenetloss decreased by $304.1 million in 2002
to $110.3 million, from $414.4 million in 2001. The decrease
in the net loss is explained by the following factors:

$ millions

Non-cash 389.8
41.2

62.6

210

il

Cash 3.1

Sub-total

Non-cash 3.5

Cash 98.2

Sub-total 2199

Total 304.1

Decrease in the amortization of intangibles
Decrease in write-down of marketable securities and other assets
Increase in recovery of future income taxes

Decrease in the accretion on the convertible debenture

Decrease in current income faxes

Net decrease in interest expense

Increase in depreciation

Restructuring and other charges

Decrease in our earnings before under noted items excluding
restructuring and other charges

Restructuring and other charges

Decrease in Other
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The table below sets forth a summary of cash flow activity
and should Dbe read in conjunction with our consolidated

statements of cash flows,

As at December 31, 2002, we had $107.0 million in cash
and temporary investments on hand, compared with
$183.3 million in 2001. Our balance sheet reflects a current
ratio of 1.1 compared to 2.0 in 2001 and working capital of

$14.3 million compared to §145.8 million in 2001. We also
have access to unused lines of credit totaling $8.0 mitlion
($16.0 million in 2001). These lines of credit also remained

unused throughout the year.

We believe that we will be able to meet our anticipated cash
requirements for 2003 based on the strength of our financial
position, reflected by our current funds on hand, together

with funds we expect to generate from our operations.

EIQUIDITY AND CAPITAL RESOURCES

z Years ended December 31 SRS Ll !

% Cash flows from operating activities ! 15.2 105.7

é Cash flows used for investing activities g (62.4) (102.9) f

{ Cash flows from (used for) financing activities : (29.3) 87.9 ‘s

{ Other { 0.2 0.4 i

‘! i jppiistuuiateplulehdebauiih el

{ Netincrease (decrease) in cash and cash equivalents é (76.3) 91.1 :

§ I - X
SR TING ACTIVE sy We generated $15.2 million in Our capital expenditures for 2003 are expected to remain sim-

2002 compared with $105.7 million in 2001 of cash from our
operations, a decrease of $90.5 million mostly due to our loss
before under-noted items excluding the effect of restructuring

and other charges.

eV ISRTIEG AaChiverers Cash flows used in investing
activities were $62.4 million in 2002. Included in this
amount is $42.0 million related to acquisitions and
$23.8 million for additions to our capital assets. In total, we
acquired $31.7 million of capital assets, of which $23.8 mil-
lion was paid in cash and $7.9 million financed through
capital leases. In 2001, $57.0 miltion was paid for in cash and
$23.1'million was financed for a total investment in capital
assets of $80.1 million. The amount spent on acquisitions in
2002 includes those for Freddie Mac, e-route, Admar and
payments relating to AHC, BCE Emergis Technologies, Inc.,
and ProCure.com.

ilar to 2002 levels of $31.7 million, compared to $80.1 million
and $83.0 million incurred in 2001 and 2000, respectively. We
expect to finance the 2003 additions both through internally

generated funds and available credit facilities.

We also generated $2.7 million in proceeds frony the sale of

marketable securities.

PINMAMCING AToov, s Cash flows used in financing
activities amounted to $29.3 million, $29.7 million used in
the repayment of long-term debt, partly offset by proceeds
of $0.4 million from the issuance of common shares rela-
ted to our stock-based compensation and employee share

purchase plans.
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In 2001, funds generated from financing activities totalled
$87.9 million. The majority of the funds related to the proceeds
generated from the common shate offering of $250.8 million,
partly offset by our repayment of the $150.0 million convertible
debenture due to our parent company.

Civiow o SHARE PURLIC 0. v s OnNovember 22,
2001, we completed a $250.8 mitlion common share offering
in Canada. We sold 2,600,000 common shares of our Compa-
ny at $38.75 to the public for $100.8 million, and 3,870,968

CONTRACTUAL

common shares to our majority shareholder, BCE, at $38.75
for $150.0 million. The proceeds from BCE were used to repay

our $150.0 million convertible debenture held by BCL.

G s s one Lo We have contractual obli-
gations to make future payments on long-term debt and lease
agreements. For further details, see Notes § and 14 to our

Consolidated financinl statements.

The following table summarizes these obligations based on
time periods.

OBLIGATIONS

; WLODUAL TERME
' SRR AT

; L ;

'} Years ended Bt 2004 S

¢} December 31 a0k R FTIREITa g
Long-term debt |3 7.8 14.5 10.2

‘ i

1 Capital leases 19.6 9.8 17

Operating leases

11 Total 45.7 40.8 27.2

13.6

sncau oons During the year, we acquired companies
and assets using the purchase method of accounting. For
details on our acquisitions see Note 10 to our Consolidated
financial statements.

TN OK

During 2002, we experienced a significant reduction in rev-
enue mostly due to factors affecting our ability to generate
non-recurring revenue. In response, we streamlined our
operations to focus on core products, exited non-core lines
and realigned our cost structure to match our recurring

revernue stream.

We continue to believe in our current model, which is trans-

actional and based on recurring revenue, Although we face

slow adoption rates and uncertainty due to the prevailing
economic climate, we hope to mitigate their impact by
increasing our focus on new sales and customer setvice, and

by realizing revenues from new contracts.

We are also pursuing our seview of our various lines of
products and Dbusinesses to ensure that they continue to

meet our objectives.

We will pursue our objectives of operational excellence and
exccution, cost control and growing sales with our distribu-
tion partners - all of which should help strengthen our
position in the ¢Business marketplace. After adjusting for a
planned reduction of $34.0 million related to certain con-

tracts with related parties, we expect our revenue to remain
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relatively stable in 2003 with the reduction related to exited
activities being offset by growth in our core offerings. In
2003, we expect the level of non-recurring revenue to remain

at about 10% of total revenue.

We started to generate positive earnings before under-noted
iterns and positive net income in the second half of 2002 as a
result of our restructuring initiatives. Through 2003, we
expect to continue to deliver profitability as we execute on
our 2003 business strategy and see the impact of agreements
signed in 2001 and 2002, combined with the full-year's
impact of the restructuring activities. The above targets are

based upon no signiticant acquisitions or dispositions.

o N I
Lifective January 1, 2002 we adopted the requirements of The
CICA Handbook, section 3062, Geodwill and other intangible
assets. The new standards require that goodwill and intangi-
ble assets with an indefinite life no longer be amortized to
earnings; they must instead be assessed for impairment on an
annual basis by applying a fair value test at the reporting unit
level. Goodwill amortization amounted to $365.1 million in
2001. Any impairment losses are recognized to the extent
that the carrying value of goodwill exceeds the implied fair
value and are charged to earnings in the year in which they
occur. In addition, the new section includes a one-time tran-
sitional impairment test whereby any resulting impairment

is charged to opening retained earnings.

On January 1, 2002, we also adopted the recommendations of
The CICA Handbook, section 3870, Stock-based compensation
and other stock-based payments. This section establishes stan-
dards for the recognition, measurement and disclosures of
stock-based compensation and other stock-based payments
made in exchange for goods and services and applies to trans-
actions, including non-reciprocal transactions, in which an
enterprise grants shares of common stock, stock options, or
other equity instruments, or incurs liabilities based on the

price of common stock or other equity instruments. The new

standaid sets out the fair value based method of accounting to
be used in measuring the cost of employee stock options
awards granted on or after January 1, 2002. However, it allows
companies the choice of recognizing the resulting compen-
sation expense as a charge to earnings or disclosing in the
Notes to ouwr Consolidated financiaf stateinents the effect on net
earnings and earnings per share of the compensation expense
had it been expensed.

e LT AT T3

w -

et R,

¢+ The CICA is the body responsible for
the setting of accounting and assurance standards in Canada

for business, not-for-profit organizations and government.

As part of its mandate, it issues guidance on control and
governance, publishes protessional literature, develops con-
tinuing education programs and represents the accounting

protession nationally and internationally.

. - . The CICA
recently issued a new section in its Handbook, section 3063,
Impairment of long-lived assets. It provides guidance on the
recognition, measurement and disclosure of the impair-
ment of long-lived assets. It replaces the write-down
provisions in section 3061 of The CICA Handbook, Property,

plant and equipment,

The new section requires us to recognize an impairment loss
for a long-lived asset to be held and used when its carrying
value exceeds the total undiscounted cash flows expected
from its use and eventual disposition. The impairment loss is
equal to the amount by which the carrying value of the asset

exceeds its fair value.

This section comes into effect in 2004 for BCLE Emergis, but
The CICA encourages companies to start using the new stan-
dards before then. Based on our current business plan, we do
not expect that adopting these standards will affect our con-

solidated financial statements.
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w5 The CICA recently issued a new
section in its Handbook, section 3475, Disposal of long-lived
assets and discontinued operations. 1t provides guidance on rec-
ognizing, measuring, presenting and disclosing long-lived
assets to be disposed of. It replaces the disposal provisions in
section 3061 of The CICA Handbook, Property, plant and

equipmient, and section 3475, Discontinued operations.

The new section provides criteria for classifying assets as held
for sale. It requires an asset classified as held for sale to be

measured at fair value less disposal costs.

It also provides criteria for classifying a disposal as a discon-
tinued operation and specifies the presentation of and
disclosures for discontinued operations and other disposals
of long-lived assets.

This section comes into effect for disposal activities started
on or after May 1, 2003, but The CICA encourages companies
to start using the new standards before then. We do not
expect that adopting these standards will affect our consoli-
dated financial statements.

COURWAROG-LOOKIMG STATEMERN TS

This Management’s Discussion and Analysis contains certain
forward-looking statements with respect to our Company.
These forward-looking statements, by their nature, necessat-
ily involve risks and uncertainties that could cause actuat
results to differ materially from those contemplated by these
forward-looking statements. We consider the assumptions
on which these forward-looking statements are based to be
reasonable, but caution the reader that these assumptions
regarding future events, many of which are beyond our con-
trol, may ultimately prove to be incorrect since they are
subject to risks and uncertainties that affect us. You will
find below certain risks and uncertainties affecting us.

Our Annual [nformation Form filed with Canadian securities

regulatory authorities contains more information on risks
and uncertainties. We disclaim any obligation to publicly
update or revise any forward-looking statements, whether

as a result of new information, future events or otherwise.

TINFA L A Canort Tetroes Our business is
affected by general economic conditions, consumer confi-
dence and spending, and the demand for, and the prices of,
our products and services. When there is a decline in eco-
nomicgrowth and retail and commercial activity, there tends

to be a lower demand for our products and services.

The stowdown and uncertainty in the North American econ-
omy have reduced demand for our products and services,
which negatively affected our financial performance in 2002
and may also negatively affect it in 2003. In particular, uncer-
tain economic conditions have led to lower spending on
information technology services resulting in lower non-

recurring revenue.

Weak economic conditions may also negatively affect the
financial condition and credit risk of our customers. This could

increase uncertainty about our ability to collect receivables.

We are affected by fluctuations in the currency exchange
rates between the Canadian and U.S. dollars. The strengthen-
ing of the Canadian dollar would have an unfavourable
impact on our revenue and net earnings.

AL T 3 A

Our success depends on
widespread use of the [nternet as well as other electronic net-
works as a way to conduct business. Because eBusiness and its
related business activities, such as online transactions, are
relatively new and evolving, it is difficult to predict the size
of this market and its sustainable rate of growth. Businesses
and customers have not adopted eBusiness and its inherent

applications as quickly as originally expected.
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AP TION RATE O QUG SULuttONS bY LU Umais
We must increase the number of transactions we process
to build recurring revenue. This increase will depend on the
rate at which our solutions are adopted by our customers
and distributors’ customers. It witl also depend on our abili-
ty to build an effective sales force as well as stimulate our
distributors’ sales and influence their marketing plans

for our solutions.

RECOONAE U LI Y BTN B G O]
We operate in markets that are experiencing constant tech-
nological change, evolving industry standards, changing
customer needs, frequent new product and service introduc-
tions, and short product life cycles.

Our success will depend in large part on how well we can
anticipate and respond to changes in industry standards and
introduce and upgrade new technologies, products and serv-
ices and upgrade existing products and services. The
consolidation of health care service providers as well as
changes to the U.S. health care landscape may also have a

material adverse effect on our business.

We may face additional financial risks as we develop new
products, services and technologies, and update them to stay
competitive. Newer technologies, for example, may quickly
become obsolete or may need more capital than expected.
Development could be delayed for reasons beyond our con-
trol. Furthermore, substantial investment is usually required

before new technologies become commercially viable.

There is no assurance that we will be successful in develop-
ing, implementing and marketing new technologics,
products, services or enhancements within a reasonable
time, or that there will be a market for them. New products or
services that use new or evolving technologies could make

our existing ones unmarketable, or cause their prices to fall.

etk i 1o The high technology market remains
very competitive and one in which we compete with large
companies not only in eBusiness, but also with players of all

sizes and competencies in a variety of sectors and industries.

Many of our competitors, regardless of size or market share,
have substantial financial, marketing, personnel and techno-
logical resources. New competitors may also appear as new

technologies, products and services are developed.

Competition could affect our pricing strategies, and lower
our revenues and net income. 1t could also affect our ability
to retain existing customers and attract new ones.
OPIRATING ®oni We have announced plans to:
1. focus on key growth areas

2. drive core recurring revenue growth

3. streamline our service otferings and operating costs

4. add new services.

If we fail to successfully carry out these plans, there could be

a material adverse effect on our results of operations.

We have incurred losses in the past. Our revenue depends
substantially on the amount of services which our customers
purchase throughout the year. In addition, we have a number
of major customers representing a significant portion of our
revenue. If we 1ose a contract with a major customer and can
not replace it, or there is a significant decrease in the number
of transactions we process, it could have a material adverse
effect on us. Most of our contracts are for a term of three to
five years except those with our eHealth (U.S.) operations
which are generally renewable on an annual hasis as is cus-

tomary in that industry.

Our operating results have fluctuated in the past, mainly
because of variability in non-recurring revenue, the effect of
acquisitions and exited activities. We expect ftuctuations to
continue in the future. If our operating results fail to meet
analysts’ expectations, the trading price of our common

shares could decline. In addition, significant fluctuations in
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our operating results may harm our business operations by
making it difficult for us to implement our business plan and

achieve our results.

To be success-
fulin the United States involves significant management and
financial resources. In particular, we have to attract and
retain experienced management and other personnel. We
may not be able to successfully grow our markets and sales in
the United States. If we are unsuccessful, this could have a

material adverse effect on our business and operating results.

BCE, which owns approximately 65%
of our outstanding common shares, can, subject to applica-
ble law, exercise signiticant control and influence over our
affairs, including virtually all matters submitted to a share-

holder vote.

BCE has no obligation to remain the majority shareholder or
to maintain its current level of ownership in us. The
announcement of a decision by BCE to change its treatment
of its investment in us, to sell all or a portion of its common
shares in us, or any other decision to the same effect could
materially affect us, our prospects and the market price of our
common shares.

Our growth strategy includes making
strategic internally funded acquisitions. There is no assurance
that we will find suitable companies to acquire or that we wiil
have enough resources to complete any acquisition. There
could be difficulties with integrating the operations of
acquired companies with our existing operations. In addition,
the current state of capital markets has created a more chal-

lenging environment in which to realize acquisitions.

We rely on strategic rela-
tionships to increase our customer base, including our
relationships with Bell Canada, Visa and lreddie Mac. If
these relationships fail, there could be a material adverse

effect on our business and operating results.

The growth of our eHealth Solutions Group,
North America business unit depends on our ability to:
1. retain contracts with existing providers
2. attract new providers

3. retain or improve the discounts given by providers,

In addition, our results could be materially adversely affected if
we {ose a significant number of contracts with providers that
have a large number of customers, and we are unable to replace
them with contracts with other providers and/or contracts

with our providers are renegotiated with reduced discounts.

We use
medical treatment guidelines in our utilization review and
case management services. That means we could be subject to
claims relating to:

-- adverse medical consequences because
services were denied
-- the cost of services that were denied

- errors or omissions by health care protessionals.

These claims could have a materially adverse effect on our

business and operating results.

5

Detects in our owned or
licensed software products, delays in delivery, as well as fail-
ures or mistakes in our processing of electronic transactions,
could materially harm our business, including our customer
relationships and operating results. Qur operations are
dependent upon our ability to protect our computer equip-
ment, our applications and the information stored in our
data centres against damage that may be caused by fire,
power loss, telecommunications failures, unauthorized
intrusion, computer viruses and disabling devices, and other
similar events. We are party to a disaster recovery agreement
that provides an alternative off-site computer system and
business resumption site for use in such disastrous events

covering the majority of our revenue. There can be no assur-
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ance that a fire or other disaster, including national, regional
and local telecommunications outages, would not resultin a
prolonged outage of our operations.

Te Valv sz ie Itweare unable to
protect the physical and electronic security and privacy of
applications, databases and ftransactions, our business,
including customer relationships, could be materially
adversely affected.

. .- We believe that our future success
will depend upon our ability to attract and retain highly
skilled personnel. 1f we are unable to do so, our business
could be materially adversely affected.

SRS U Se v We
depend on our ability to develop and maintain the propri-
etary aspects of our technology. We may not be able to
enforce our rights or prevent other parties from developing
similar technology, duplicating our intellectual property or
designing around our intellectual property and this could

materially harm our business.

ST i e T

L - -

Third parties may claim that we infringe on their intellectual
property. Any such claims, with or without merit, could

materially harm our business and operating results.

roo oS0 Our security solutions depend on key pub-
lic cryptography technology. Any major advance in ways to
attack cryptographic systems could make some or all of our
security solutions obsolete or unmarketable. This could
reduce revenues front our security solutions and could mate-

rialty hurt our business and operating results.

SN G IRl i Lo i Govern-
ments could implement policies adversely affecting our
business. Governmental policies adversely affecting our busi-
ness could be implemented by legislation, executive order,
administrative order or otherwise, particularly in the US.
health care industry. Over the last several years, a number of
proposals tor health care reform in the U.S. have been made
at federal and state levels, including proposals to provide
greater government control of health care spending, to
reduce fraud and abuse, to broaden access to health care serv-
ices and to change the operating environment for health care
providers and payors. In 2003, the U.S. Congress will contin-
ue to consider a number of health reform proposals, and we
cannot predict what impact, if any, these current or future
health reform proposals might have on our business and

operating results.
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For the years ended December 31
(miltions of dollars)

R N |

eHealth Solutions Group, North America
BCE Emergis-Canada

BCE Emergis—-U.S.A.

Recurring revenue (percentage of tota revenue)

Related party revenue

Gross margin )

Restructuring and other charges

EBITDA (note 1)

EBITDA margin (%)

EBITDA excluding restructuring and other charges

EBITDA margin excluding restructuring and other charges

Depreciation and amortization

Amortization of goodwill

Interest expense (income), net

Net loss

Basic and diluted loss per share

Net earnings (loss) excluding amortization of goodwill

Basic earnings (loss) per share excluding amortization
of goodwill

Weighted average number of shares outstanding (millions)

Goan AVTCE RS o e D
Cash and temporary investments
Working capital

Fixed and intangible assets—net
Total debt

Shareholders’ equity

PR AL NN B R
Cash flows from operating activities
Additions to capital assets (including amounts financed)

Notz 1: earnings before depreciation, amortization of intangibles, interest, write-down of assels, accretion on convertible debenture, other expenses and income taxes.

P--051

(88.2)
(16%)
28.6
5.2%
66.2
1.2
(110.3)
(1.09)
(110.3)

(1.09)
101.5

107.0
14.3
133.9
62.0
601.9

15.2
31.7

126.8
19%
126.8
19%
87.4
365.1
7.5
(414.4)
(4.35)
(49.3)

(0.52)
95.2

183.3
145.8
1721

65.6
914.9

105.7
80.1

74.8
16%
74.8
16%
64.5

2813

5.2
(279.3)
(3.04)

2.0

0.02
91.7

92.2
133.0
152.3
178.2
995.0

46.9
83.0

3.9
2%
3.9
2%
32.8
525
(2.4
(66.1)
(0.82)
(13.6)

©.17)
80.3

81.7
46.1
1261
22.8
401.6

41.6
38.1
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For the quarter ended December, September, june and March
(millions of doffars)

eHealth Solutions Group, North America
BCE Emergis-Canada
BCE Emergis—U.S.A.

Recurring revenue (percentage of total revenue)

Related party revenue

Gross margin ()

Restructuring and other charges

EBITDA (note 1)

EBITDA margin (%)

EBITDA excluding restructuring and other charges

EBITDA margin excluding restructuring and other charges

Depreciation and amortization

Amortization of goodwilt

interest expense (income), net

Net earnings (loss)

Basic and diluted earnings (loss) per share

Net earnings (loss) excluding amortization of goodwill

Basic earnings (loss) per share excluding amortization
of goodwill

Weighted average number of shares outstanding (millions)

Cash and temporary investments
Working capital {deficiency)
Fixed and intangible assets—net
Total debt

Shareholders’ equity

Cash flows from (used for) operating activities
Additions to capital assets ginduding amounts financed)

63.2 69.8 76.6 67.3
58.5 56.9 60.0 60.2
9.2 8.4 53 4.5
130.9 135.1 141.9 132.0
89% 91% 20% 92%
31.6 33.1 37.7 38.9
78% 78% 77% 75%
(2.2) - 119.0 -
21.4 18.5 (107.6) (20.5)
16% 14% (76%) (16%)
19.2 18.5 11.4 (20.5)
15% 14% 8% (16%)
14.2 14.5 14.7 22.8
0.7 0.2 - 0.3
8.6 4.8 (95.8) (27.9)
0.08 0.05 (0.94) (0.28)
8.6 4.8 (95.8) (27.9)
0.08 0.05 (0.94) 0.28)
101.8 101.5 101.4 101.3
107.0 121.0 121.0 145.2
14.3 (1.0) 17.0 113.7
133.9 149.1 124.7 156.2
62.0 69.2 57.9 62.8
601.9 594.9 577.0 887.6
13.6 21.5 9.2 (29.1)
10.7 7.9 4.9 8.2

Note 1: earnings before depreciation, omortization of intangibles, interest, write-down of assets, accretion on convertible debenture, other expenses and income taxes.
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1.6

(101.3)
(1.03)
(12.2)

{0.12)
98.0

1833
145.8
1721

65.6
914.9

62.9
47.2

2.0
(107.5)
(1.14)
(14.8)

(0.16)
94.2

81.9
(76.4)
148.2
194.9
764.2

36.7
10.2

58.6
(36.8)
138.4
190.1
834.7

20.7
17.0

20.2
90.3
1.9
(115.0)
(1.23)
(24.7)

(0.26)
93.8

69.6
128.0
146.2

,189.5
919.9

(14.6)
5.7

92.2
133.0
1523
178.2
995.0

47.3
29.2

50.4
(51.6)
142.4
167.7

1,041.6

5.2
26.0

2.4
(82.1)
(0.88)

(0.8)

(0.0M)
92.8

86.5
(28.0)
127.8
155.7
990.2

19.3
12.7

7%
14.4
29.0
0.1)
(41.1)
(0.46)
a2.1)

(0.14)
88.5

79.1
(13.9)
132.7
149.7

1,070.2

(24.9)
15.1
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MANAGEMENT'S AND AUDITORS” REPORTS

CET KA T e T A A

R

MANAGEMENT’S REPORT

The accompanying consolidated financial statements of BCE Emergis Inc. and its subsidiaries {collectively the
Company), and all information in this annual report, are the responsibility of management and have been approved
by the Board of Dirvectors.

B TR S

The consolidated financial statements have been prepared by management in conformity with Canadian generally
accepted accounting principles. The financial statements include some amounts that are based on estimates and judg-
ments of management and in their opinion present fairly the Company’s financial position, results of operations and cash
flows. Financial information presented elsewhere in the annual report is consistent with that in the financial statements.

AT S At A . Ty

Management, in furtherance of the integrity and objectivity of the financial statements, has developed and maintains
a system of internal controls. Management believes the internal controls provide reasonable assurance that financial
records are reliable and form a proper basis for the preparation of financial statements and that the Company’s assets
are properly accounted for and safeguarded. The internal control process includes management's communication to
employees of policies that govern ethical business conduct.

eyt A T B b e R S0 R e R e,

The Board of Directors carries out its responsibility for the financial statements in this annual veport principally
through its Audit Committee. The Audit Committee reviews the Company’s annual consolidated financial statements
and other information in this annual report, and recommends their approval by the Board of Directors. The share-
holders” auditors have free and independent access to the Audit Committee.

These financial statements have been audited by the shareholders’ auditors, Deloitte & Touche LLP, Chartered Accountants.

A

Picire Blowin
CHIEF EXECUTIVE OFFICER CHIEE

e e N A O S T

Caiten

Johm Valentin
FINANCIAL OFFICER

Montréal (Qucbec) Canada, February 14, 2003

AUDITORS’ REPORT

To the shareholders of BCE Emergis Inc.

We have audited the consolidated balance sheets of BCE Emergis [nc. as at December 31, 2002 and 2001 and the
consolidated statements of earnings, deficit and cash tlows for the years then ended. These consolidated financial
statements are the responsibility of the Company’s management. Qur responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are tree of material

2 A Y R AN P PR S R rhny, T ey TR

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of
the Company as at December 31, 2002 and 2001 and the results of its operations and its cash flows for the vears then
ended in accordance with Canadian Generally Accepted Accounting Principles (GAAD).

. ’
Wf Tewke (P
Deloitte & Touche LLP

CHARTERED ACCOLNTANTS - Montrdal (Québed Canada, February 14, 2003
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED

STATEMENTS OF EARNINGS

oA M

T

YEARS ENDED DECEMBER 31 2002 2001
{In miltions of Canadian doliars, except share data)
Revenue 539.9 656.4
Direct costs 123.5 148.6
Gross margin 416.4 507.8
EXPENSES

Operations ‘ 176.5 178.3

Sales and marketing 66.3 77.1

Research and development, net mote 15) 721 58.3

General and administrative ‘ 72.9 67.3

Restructuring and other charges (note 6) 116.8 -

504.6 381.0

EARNINGS (LOSS) BEFORE UNDER-NOTED ITEMS (88.2) 126.8
Depreciation 25.1 21.6
Amortization of intangible assets 41.1 430.9
Interest income (3.3) 4.7)
Interest on long-term debt 4.5 12.2
Accretion on convertible debenture due to parent, related to the option (note 11) - 21.0
Writedown of marketable securities and other assets (note 7) 0.1 413
Other (0.8) (2.2)
Loss before income taxes (154.9) (393.3)
INCOME TAXES (note 15)

Current 14.4 17.5

Future (59.0) 3.6

(44.6) 211

Net {oss (110.3) (414.4)
Basic and diluted loss per share (note 12) (1.09) (4.35)
Weighted average number of shares outstanding used in computing basic

and diluted loss per share 101,534,509 95,186,035

The accompanying Notes are an integral part of the Consolidated financial statements.
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED
STATEMENTS OF DEFICIT

YEARS ENDED DECEMBER 31
(In miliions of Canadian dollars)

Deficit, beginning of year, as previously reported
Adjustment related to the adoption of new accounting recommendations
relating to goodwill and other intangible assets (note 2)

Deficit, beginning of year, as restated
Net loss

Deficit, end of year

The accompanying Notes are an integral part of the Consolidated financial statements.

P--057

2002 2001
(786.4) (372.0)
(1834) -
(969.8) (372.0)
(110.3) (414.4)
(1,080.1) (786.4)




: CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS

: AS AT DECEMBER 31 2002 2001

~ (in millions of Canadian doliars)

ASSETS

Current

*“ Cash and cash equivalents 107.0 1833

: Marketable securities (market value $3.1 milfion as at December 31, 2001) — 1.9
Accounts receivable 57.8 98.6
Future income taxes (rote 15) 7.5 56
Other current assets 10.4 8.6

» 182.7 299.0

i Fixed assets (ot 3 46.9 58.6

Intangible assets (note 4) 87.0 113.5

g Goodwill (note 2) 291.2 477.2

;: Future income taxes (note 15) 131.4 68.7

Other long-term assets (note 5) 74.0 89.9

813.2 1,106.9

LIABILITIES

. Current

5 Accounts payable and accrued liabilities (note 6) 120.2 100.2

Deferred revenue (note 10a) 22.1 12.3

) Deferred credits - 12.0

Long-term debt (note 8) 26.1 28.7

168.4 153.2

%3 Deferred credits and other (note 6) 7.0 1.9

J‘) Long-term debt (noie 8) 35.9 36.9

COMMITMENTS AND CONTINGENCIES (note 14)

SHAREHOQOLDERS' EQUITY

i Capital stock (note 9) 1,562.6 1,596.0
Contributed surplus ote 9) 64.2 46.2
Deficit (1,080.1) (786.4)
Foreign currency translation adjustment (note 16) 552 59.1
6019 9149
T T 8132 17069
§ The accompanying Notes are an integral part of the Consolidated financial staterments.

On behalf of the Board of Directors,

v AT TR T

Michael ]. Sabia ' Rabert Kearney

7

DIRECTOR DIRECTOR
'--058
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31
(in millions of Canadian dollars)

OPERATING ACTIVITIES
Net foss
Depreciation and amortization
Accretion on convertible debenture due to parent, related to the option
Writedown of marketable securities and other assets
Future income taxes
Current non-cash portion of restructuring and other charges (note 6)
Long-term portion of restructuring and other charges (note 6)
Other
Changes in working capital (note 13)

Cash flows from operating activities

INVESTING ACTIVITIES
Additions to fixed and intangible assets
Acquisitions
Cash acquired on acquisition
Proceeds on sale of marketable securities
Loan receivable (note 5)
Settlement of a note payable

Cash flows used for investing activities

FINANCING ACTIVITIES
Repayment of long-term debt
Issue of long-term debt
Issue of common shares
Repayment of convertible debenture due to parent

Cash flows from (used for) financing activities

FOREIGN EXCHANGE GAIN ON CASH HELD IN FOREIGN CURRENCIES

CASH AND CASH EQUIVALENTS
Increase (decrease)
Balance, beginning of year

Balance, end of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid
Income taxes paid

The accompanying Notes are an integral part of the Consolidated financial statements.
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2002 2001
(110.3) (414.4)
66.2 452.5
-~ 21.0

0.1 413
(59.0) 3.6
72.6 -
5.6 -
(2.8) (1.9)
42.8 3.6
15.2 105.7
(23.8) (57.0)
(42.0) (59.2)
- 0.8

2.7 26.0
0.7 (12.0)

- (1.5)
(62.4) (102.9)
(29.7) (30.2)
- 15.7

0.4 252.4

- (150.0)
(29.3) 87.9
0.2 0.4
(76.3) 91.1
183.3 92.2
107.0 183.3
4.8 14.5
9.8 10.7
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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GOVERNING STATUTE
AND NATURE OF OPERATIONS

BCE Emergis Inc. (BCE Emergis), incorporated under the
Canada Business Corporations act, is a leading North
American eBusiness company enabling specialized transac-
tion processes for the finance and health sectors. BCE
Emergis, together with its subsidiaries is hereinafter referred
to as the Company. The Company’s focus is to supply solu-

tions to businesses that automate transactions between

companies and allows them to interact and transact
electronically. The Company’s leading technologies are cen-
tered on claims and loan-related document processing,
electronic bill presentment and payment solutions. The
Company’s customers include leading North American
health insurers and banks as well as a number of North

America’s largest enterprises.

2.

ACCOUNTING POLICIES

NEW ACCOUNTING STANDARDS BUSINESS COMBINA-
TIONS/GOODWILL AND OTHER INTANGIBLE ASSETS The
CICA issued new Handbook sections 1581, Business combina-
tions, and 3062, Goodwill and other intongible assets. Lifective
January 1, 2002, goodwill and intangible assets with an indef-
inite life are no longer amortized to earnings and are assessed
for impairment on an annual basis with any resuiting write-
downs charged to earnings in the year in which it occurs. The
new standards also include a one time transitional impait-
ment test whereby any resulting impairment is charged to
opening retained earnings. During the year the Company’s

management allocated its existing goodwill to its reporting

Goodwill, beginning of year

units and completed the transitional impairment test for
goodwill as at January 1, 2002. An impairment of $183.4 mil-
lion was charged to opening retained earnings in the second
quarter of 2002 relating to impaired goodwill of the e-Health
Sotutions Group business unit ($86.0 million), BCE
Emergis-U.S.A business unit ($71.7 million) and BCE
Lmergis-Canada business unit ($25.7 million). The remaining
change in goodwill in 2002 relates to the foreign exchange

impact of the self-sustaining operations.

The new accounting recommendations also require that a

reconciliation of goodwill be provided.

Adjustment relating to the adoption of new accounting recommendations

relating to goodwill and other intangible assets
Goodwill acquired during the year
Amortization expense
Other

Goodwill, end of year

2002 2001
477.2 737.8
(183.4) -
- 73.7
- (365.1)
(2.6) 30.8
291.2 477.2
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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2. ACCOUNTING POLICIES (continued)

fn addition, the new accounting recommendation also

requires disclosure of the reconciliation between the

For the years ended December 31
Net loss, as reported

Goodwill amortization expense, net of tax
Net loss, adjusted

Adjusted basic and diluted loss per share (s)

STOCK-BASED COMPENSATION The Company also adopted
the new recommendations of CICA Handbook section 3870,
Stock-based compensation and other stock-based payments, eftec-
tive January 1, 2002. This Section establishes standards for
the recognition, measurement and disclosure of stock-based
compensation and other stock-based payments made in
exchange for goods and services and applies to. transactions,
including non-reciprocal transactions, in which an enter-
prise grants shares of conumon stock, stock options, or other
equity instruments, ot incurs liabilities based on the price of
common stock or other equity instruments. This Section sets
out a fair value based method of accounting and is required
for certain stock-based transactions and applies to employee
stock option awards granted on or after January 1, 2002.
However, the Company, as permitted by Handbook Section
3870, has elected to continue to account for employee stock
options by measuring compensation cost for these options as
the excess, if any, of the quoted market price of the
Company’s common shares at the date of grant over the
amount an employee must pay to acquire the common
shares. The total number of outstanding stock options
granted to employees and included in note 9 was 6,169,114 at
December 31, 2002.

The following outlines the impact and underlying assump-

tions had the company used the fair value based method of
accounting for awards granted on or after January 1, 2002 to
determine the compensation cost for the Company’s stock-

based employee compensation plans.

reported net loss and the net loss without the amortization
of goodwill.

2002 2001

(110.3) (414.4)

- 365.1

(110.3) (49.3)

(1.09) (0.52)

fortheyearended Decenber 31 2002
Net loss, as reported (110.3)
Adjustment to net loss (5.7)
Proforma net loss (116.0)
Proforma basic and diluted loss per share ($) (1.14)

Assumptions used in the Black-Scholes

option pricing model:

Dividend yield 0.0%
Expected volatility 75.0%
Risk-free interest rate 4.42%
Expected life (years) 4
Weighted-average grant date fair value ($) $10.95

FOREIGN CURRENCY TRANSLATION The CICA issued amend-
ments to Handbook section 1650, Foreign currency translation.
Effective January 1, 2002, the standards require that all unreal-
ized translation gains and losses on assets and liabilities
denominated in foreign currencies be included in earnings for
the year, including gains and losses on long-term monetary
assets and liabilities, such as long-term debt, which were previ-
ously deferred and amortized on a straight-line basis over the
remaining lives of the related items. These amendments are
required to be applied retroactively with restatement of prior
periods. The adoption of the amended standard had no signif-

icant impact on the financial statements.

I'--061
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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2. ACCOUNTING POLICIES (continued)

BASIS OF PRESENTATION The consolidated financial state-
ments of BCE Emergis have been prepared in accordance
with Canadian generally accepted accounting principles and
include the accounts of all its subsidiaries. Certain prior
year’s figures have been reclassified to conform with the cur-

rent year’s presentation.

REVENUE RECOGNITION Revenue is recognized as it is

earned in accordance with the following:

-- Transaction fees are recognized as transactions are processed.

-- Fees, such as hosting fees, network access fees and standby
fees are recognized as services are rendered or over the term
of the contract.

-- License fees are recognized according to the terms of the
license agreement. Perpetual licenses are recognized upon
delivery of the licensed software. Where the arrangement
includes multiple elements, license fee revenues are recog-
nized on delivery, provided the undelivered elements are
not essential to the functionality of the license and the
Company has evidence of fair value for all of the undeliv-
ered elements. If payment of the license fee is subject to
acceptance of the license, revenue is not recognized until
customer acceptance or expiration of the acceptance
period. The Company’s agreements with customers and
resellers do not contain product return rights.

-- Maintenance fees are recognized as earned. )

-- Fees for professional and integration services are recog-

nized as the services are rendered.

‘
H

[ees for fixed price development work are recognized using
the percentage-of-completion method either on the basis
of percentage of costs incurred to date on a contract, rela-
tive to the estimated total contract costs or on the basis of
the achievement of contract milestones. Losses, if any, on
long-term contracts ate recognized during the period they
are determined.

- Any other billings or cash received in advance of services

rendered are recorded as deferred revenue.

CASH AND CASH EQUIVALENTS Investments with
original maturities of three months or less are classified as

cash equivalents.

FIXED AND INTANGIBLE ASSETS Fixed and intangible assets
are carried at cost. Depreciation and amortization are calculated
on a straight-line basis over the estimated useful life of the

assets. The estimated useful lives of the assets are as follows:

Acquired technologies -3 to 5 years
Computer equipment,

software, licenses and

other acquired rights,

assets under capital

leases — 3 years
Furniture and fixtures — 5 years
Office equipment -5 years

Leasehold improvements ~ over the lease terms expiring
on various dates until 2011

Customer acquisition costs ~ — 5 years

Customer relationship - 3 to 8 years

The Company reviews the carrying value of fixed assets and
finite life intangible assets for potential impairment on an
ongoing basis considering events or changes in circum-
stances indicating that the carrying value may not be
recoverable. In order to determine if such an impairment
exists, management considers the impact of technological
developments and the estimated future net operating undis-
counted cash flows expected to be derived from these assets.
An impairment in the value of these assets is written off

against earnings in the year such impairment occurs.

DEFERRED CREDITS Deferred credits consist of the deferred
portion of a gain generated by a real estate transaction involv-
ing the sale and leaseback of a real estate asset and a portion
of the consideration received on exited activities repayable to
the purchaser over a two-year period if certain conditions are
not met. The real estate gain is being amortized to income
over a period of up to 8 years, representing the remaining

term of the related lease.

INCOME TAXES The Company uses the liability method
of accounting for income taxes. luture income taxes are

provided for temporary differences between the carrying

I'--062
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2. ACCOUNTING POLICIES (continued)

amounts of assets and liabilities for accounting purposes and
the amounts used for tax purposes, computed based on rates

and provisions of enacted and substantially enacted tax law.

EARNINGS PER SHARE Basic earnings per share is calcu-
lated based on the weighted-average number of shares
outstanding. in addition, the treasury stock method is used
to compute the dilutive effect of options, warrants and simi-

lar instruments.

FOREIGN CURRENCY TRANSLATION Monetary assets and
liabilities denominated in foreign currencies are translated at
the exchange rate in effect at the balance sheet date. Non-
monetary assets and liabilities and revenue and expenses
arising from foreign currency transactions are translated at
the exchange rate in effect at the date of the transaction.
These exchange gains or losses arising from the translation

are included in operations.

Self-sustaining subsidiaries are accounted for under the cur-
rent-rate method. Under this method, assets and liabilities of
subsidiaries are translated into Canadian dollars at the
exchange rate in effect at the balance sheet date. Revenues
and expenses are transtated at average exchange rates prevail-
ing during the period. Resulting unrealized gains or losses are
accumulated and reported as Foreign Currency Translation

Adjustment in shareholders’ equity.

Integrated foreign subsidiaries are accounted for under the
temporal method. Under this method, monetary assets and
liabilities are translated at the exchange rate in effect at the
balance sheet date. Non-monetary assets and liabilities are
translated at historical rates. Revenues and expenses are trans-
lated at average rates for the period. Exchange gains or losses
arising from these translations are included in operations.
RESEARCH AND DEVELOPMENT Research costs are
expensed as incurred. Development costs are expensed if
they do not meet the criteria for deferral. Investment tax
credits earned relative to research and developmentactivities

are recorded as a reduction of the expense.

USE OF ESTIMATES The preparation ol financial statements
in conformity with Canadian generally accepted accounting
principles requires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported
amounts ol revenues and expenses during the reporting

period. Actual results could differ from those estimates.

FUTURE ACCOUNTING CHANGES The CICA issued a new
Handbook section 3063, lmpairment of long-lived assets. 'This
sections provides guidance on recognizing, measuring and
disclosing the impairment of long-lived assets. This section
also replaces the write-down provisions in section 3061,
Property, plant and equipment. Lffective January 1, 2004, the
standards require the recognition of an impairment loss fora
long-lived asset to be held and used when events or changes
in circumstances cause its carrying value to exceed the total
undiscounted cash flows expected from its use and eventual
disposition. The impairment loss is calculated by deducting
the fair value of the asset from its carrying value. Manage-
ment does not expect the adoption of the new standard to

have an impact on its financial statements.

in addition, the CICA also issued new Handbook section
34785, Disposal of long-lived assets and discontinued operations.
This section provides guidance on recognizing, measuring,
presenting, and disclosing tong-lived assets to be disposed of.
This section also replaces the disposal provisions in section
3061, Property, plant and equipment, and section 347§,
Discontinued operations. This new section provides criteria for
classifying assets as held for sale. It requires an asset classified
as held for sale to be measured at its fair value less disposal
costs. The section also provides criteria for classifying a dis-
posal as a discontinued operation and specifies the
presentation of and disclosures for discontinued operations
and other disposals of long-lived assets. This section comes
info effect for disposal activities started on or after May 1,
2003. Based on its current business plan, management does
not expect the adoption of the new standard to have an

impact on its financial statements.
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3.

FIXED ASSETS

ACCUMULATED NET BOOK

December 31, 2002 COsT DEPRECIATION VALUE
Computer equipment i 48.1 35.3 12.8
Computer equipment under capital lease 49.4 29.7 19.7
Furniture and fixtures 13.7 7.9 5.8
Office equipment 5.1 4.0 1.1
Leasehold improvements -~ 145 7.0 7.5

130.8 83.9 46.9
December 31, 2001
Computer equipment 46.2 30.0 16.2
Computer equipment under capital lease 43.0 18.2 24.8
Furniture and fixtures 13.4 5.7 7.7
Office equipment 49 3.2 1.7
Leasehold improvements 12.8 4.6 8.2

INTANGIBLE ASSETS

ACCUMULATED NET BOOK
December 31, 2002 COST AMORTIZATION VALUE
Acquired technologies 28.8 - 28.8
Software 42.6 27.8 14.8
Licenses and other acquired rights 56.2 43.0 13.2
Software under capital lease 1.6 0.8 0.8
Customer acquisition costs 13.4 33 10.1
Customer relationship 22.2 2.9 19.3
164.8 77.8 87.0

P--064
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4. INTANGIBLE ASSETS (continued)

December 31, 2007

Acquired technologies

Software

Licenses and other acquired rights
Software under capital lease

Customer acquisition costs

Acquired technologies

Software

Licenses and other acquired rights
Software under capital lease

Customer relationship

ACCUMULATED NET BOOK

COSsT DEPRECIATION VALUE
117.8 96.9 ' 20.9
34.7 19.3 15.4
88.0 25.0 63.0

1.1 0.3 0.8

13.4 - 13.4
255.0 141.5 113.5

DISPOSALS
AND WRITE-

ADDITIONS DOWNS

288 20.9

9.2 -

1.7 32.7

0.5 -

22.2 -

62.4 53.6

.

OTHER LONG-TERM ASSETS

Included in other long-term assets is an amount of $55.9 mil-
lion ($60.7 million in 2001) representing advances to
providers of medical services (contracting providers). 'l‘hﬁe
Company’s contracts with contracting providers prescribe
specific fee concessions on medical services rendered by the
contracting providers to patients covered by medical plans of
payor clients. In partial consideration for the price conces-
sions furnished by them, contracting hospitals are offered
the option by the Company of receiving an advance {prepay-
ment) of a portion of the estimated annual claims volume
that such contracting hospitals have with payor clients.

Upon termination of a provider contract by either party, the

amount of advances (prepayments) through the date of ter-
mination becomes fully due and payable to the Company.
The Company considers deposits with contracting providers
recoverable. The Company also assesses the collectibility and

provides for those amounts where collection is in doubt.

In 2001, other long-term assets also included an amount of
$9.0 million which represented the long term portion of a
$12.0 million loan receivable from a company in which the
Company had an investment, accounted for as a portfolio

investment, which was tiquidated during the year.
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RESTRUCTURING AND OTHER CHARGES

in Aprit 2002, the Company announced its plan to focus on
key growth areas, drive recurring revenue growth and stream-
line its service offerings and operating costs. Concurrent
with the focus on key arcas of growth, the Company devel-
oped a restructuring program to streamline its service
offerings and reduce its operating cost structure. A review of
the product suite identified services that were considered
non-core and that the Company has exited or plans to exit.
In addition, in light of the announcement, the Company
re-evaluated the carrying value of certain assets. As at
December 31, 2002 this restructuring process is substantially
complete. This review and evaluation resulted in a pre-tax
charge toearnings totalling $116.8 million for the year ended
December 31, 2002. The charge included restructuring
charges totalling $92.5 million, and other charges {asset
write-downs) totalling $24.3 million. Included in other
charges is a write-down of the intangible asset related to the
e-route acquisition discussed in note 10b. The restructuring
charge includes cash charges totalling $44.2 million and asset
write-downs related to exited product lines in the amount of
$48.3 million. The cash charge includes employee severance
and other employee costs, contract settlements and costs of

leased premises no longer in use, net of recoveries.

TOTAL
CHARGE
RESTRUCTURING COSTS AND CREDITS
Asset write-downs 483
Severance and other employee costs 25.2
Conlract settlements 16.0
Lease costs 3.0
Other 6.4
Proceeds, net (6.4)
925
OTHER CHARGES
Asset write-downs 24.3
Total 116.8

As part of the restructuring, the net proceceds received
from the sale of the assets of its wire services {¢News) and
proceeds received upon the liquidation of a company
accounted for as a portfolio investment were recorded against

restructuring charges.

in July 2002, the Company sold the assets of ¢News for
$5.6 million, of which $4.3 million was paid at closing,
$0.3 million was paid in the fourth quarter of 2002 and the
balance of $1.0 million is pavable in July 2003. The agree-
ment was in line with the plan announced in April 2002 to

exit non-core activitices.

At December 31, 2002, the remaining unpaid balance of the
restructuring provision was $22.6 million; of which
$17.0 million is included in accounts payable and accrued
tiabilities and $5.6 million is included in deferred credits

and other.

The following table displays the activity and balance of the

restructuring and other provision accounts for the year
ended December 31, 2002.

CUMULATIVE DRAW DOWNS (RECOVERY)

CASH BALANCE
(CREDITS) NON-CASH DEC. 31, 2002
- 48.3 -
13.4 - 11.8
9.5 - 6.5
1.2 - 1.8
3.3 - 3.1
(5.8) - (0.6)
21.6 48.3 22.6

- 24.3 -
22.6

21.6
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WRITE DOWN OF MARKETABLE SECURITIES
AND OTHER ASSETS

During the year ended December 31, 2001, a write-down of  During the year ended December 31, 2001, a provision
$33.1 million was recorded in the Consolidated Statement of  of approximately $5.4 million was recorded on certain
Earnings to retlect the unrealized loss in the market value other current assets to reflect an impairment in their net
of The Descartes Systems Group (Descartes) shares. These realizable value.

securities were received as partial consideration in 2000 for

the sale of iogistics electronic messaging services to Descartes.

8.

LONG-TERM DEBT

2002 2001
Obligations under capital leases, secured by moveable hypothecs on the related
equipment, bearing interest at a weighted-average rate of 7.74% (2001 - 7.65%)
and maturing on dates varying from January 2003 to January 2006. (note 14) 29.2 38.9
Note payable bearing interest of 8% per annum repayable in two equal instaiments
of $6,000,000 USD on December 30, 2004 and December 30, 2005. 18.9 -
Unsecured term loan payable bearing interest at 8.14%, repayable in monthly
instalments of $248,000 including capital and interest, until November 2004. 5.3 8.0
Loans with various financial institutions bearing interest at varying rates of 9.25%
and 9.43%, repayable in monthly instalments, including capital and interest,
of $255,000 until August 2003, and $214,000 thereafter and maturing on dates
varying from August 2003 to August 2004. 4.3 8.7
Non-interest bearing balance of sale repayable in an instalment of $1,200,000 USD
in Juty 2003, secured by a standby letter of credit in the amount
of $2,000,000 USD which will be extinguished upon final payment in july 2003. 1.9 6.4
Balance of sale bearing interest at 8.149%, repayable in annual instalments of
$270,000 USD commencing in 2003 and maturing in December 2005. 1.3 1.3
Non-interest bearing balance of sale, repayable in annual principal instalments
of $250,000 maturing in july 2006. 1.0 1.2
Term loan payable to a company under common control, bearing interest
at 8.75%, repayable in monthly principal payments of $83,333 plus interest
until January 2003, secured by a customer list held in escrow. 0.1 1.1
62.0 65.6
Less: current portion 26.1 28.7
35.9 36.9
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8. LONG-TERM DEBT (continued)

Minimum instalments on long-term debt, excluding obliga-  The Company has unsecured revolving bank credit facilities

tions under capital leases (see Note 14}, are as follows: totalling $8.0 million. Funds advanced under these facilities
2003 7.8 are available at the Canadian bank prime rate, Banker’s
2004 14.5  acceptances rates, U.S. base and LIBOR rates. These facilities
2005 10.2  are renewable annually. At December 31, 2002 no amount
2006 e 0.3 had been drawn on these facilities. '

2007 -

CAPITAL STOCK

AUTHORIZED

Unlimited number of shares without par value.
Common shares, voting and participating.
Preferred shares, issuable in series, non-voting,

terms and conditions determinable at issuance.

DECEMBER 31, 2002 DECEMBER 31, 2001
NUMBER $ NUMBER $

Issued and fully paid

Common shares 101,896,418 1,514.0 101,308,517 1,510.5
Common shares to be issued - 34.0 - 70.9
Options issued in connection

with the BCE Emergis

Technologies, Inc. acquisition - 14.6 - 14.6

1,562.6 1,596.0
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i 9. CAPITAL STOCK (continued)
3
z The stated capital stock as at December 31, 2002 is detailed as follows:
; ..................................................................................................................................................................................................
% ISSUED AND FULLY PAID NOT iSSUED OPTIONS ISSUED
i COMMON AND NOT AS PART Of
*‘ SHARES FULLY PAID ACQUISITION
i NUMBER $ $ $
)
7 Balance December 31, 2000 93,651,603 1,232.8 56.3 14.6
Issue of common shares () 583,598 6.0
? Issue of common shares () 146,672 3.9
c Issue of common shares (o) 319,981 15.0 (17.6)
g? Issue of common shares (&) 135,695 6.4 1.9
Issue of common shares (o) 2,600,000 100.8
, Issue of common shares 3,870,968 150.0
, Share issue costs () (4.4)
; Common shares to be issued () 30.3
;: Balance December 31, 2001 101,308,517 1,510.5 70.9 14.6
2 .
lssue of common shares ) 102,270 0.7
Common shares to be issued @y (10.1)
Issue of common shares () 485,631 3.1
Common shares to be issued ) (26.8)
Share issue costs 0.3)

Balance December 31, 2002

101,896,418

FOR THE YEAR ENDED DECEMBER 31, 2001
A. 583,598 stock options were exercised to purchase 583,598  b. 2,600,000 common shares were issued for $100.8 miliion
common shares for cash consideration of $6.0 million. in cash in connection with the November 15, 2001 common

B. 146,672 common shares were issued for a total considera-  share offering to the public.

ARG ES SR NIRRT a A YR R ARE O G N OO A A

58 s AR A i

tion of $3.9 million in connection with the acquisition in
September 2001 of San Francisco |, LLC, a wholly owned sub-
sidiary of Bank of America, N.A, as described in Note 10d.
C. 319,981 additional common shares for a value of
$15.0 million were issued for the first instalment payment
and 135,695 additional common shares for a value of
$6.4 million were issued for the payment of the contingent
consideration related to the acquisition ot InvoiceLink
Corporation, (renamed BCE Emergis Technologies, Inc.) in
September 2000.

E. 3,870,968 common shares were issued for $150.0 million
in cash to BCE Inc. in connection with the November 15,
2001 common share offering.

F. Share issue costs in the amount of $4.4 million were
incurred in connection with the November 15, 2001 com-
mon share offering.

G. The number of shares to be issued in connection with the
Associates for Health Care {AHC) acquisition as described in
Note 10f is not determinable as at December 31, 2002.

AR AR A £ et

FRENS
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9. CAPITAL STOCK (continued)

FOR THE YEAR ENDED DECEMBER 31, 2002

A, 102,270 stock options were exercised to purchase
102,270 common shares for cash consideration of $0.7 mitlion.
8. During the second quarter of 2002 the Company paid the

first of three instalments relating to the AHC acquisition in

June 2001. The Company exercised its option to settle this

first instalment with a cash payment of $6.7 mitlion USD
($10.1 million CAD).

c. 485,631 additional comumon shares were issued tor the sec-
ond of three instalment payments relating to the acquisition
of BCE Emergis Technologies, Inc. The Company settled 20%
of the instalment balance with a cash payment of $3.6 million
USD ($5.7 million CAD). An amount of $18.0 million, repre-
senting the differential between the current share price and
the estimated share price at September 30, 2001, was attrib-

uted to contributed surplus.

STOCK OPTIONS The Company has granted options to
directors, officers, employees and service providers of the
Company to purchase common shares. Under the BCE
Emergis Share Option Plan, the exercise price of the options
is set at the market value of the underlying shares on the last
trading day prior to the effective date of the grant. The
options granted before December 14, 1999 vest over a

tive-year period, and expire six years after the grant date.

The following table summarizes option activity:

Options granted after December 14, 1999 vest over a four-year
period starting in the second year after the grant and expire
six years after the grant date. In November 1999, as part of
the acquisition of SNS/Assure Corp. and Assure Health Inc,,
BCE Emergis assumed the obligations of these two corpora-
tions under their respective stock option plans and the
options under such plans now entitle the holder to common
shares of the Company. In total, 301,729 common shares
were optioned under these two plans. Such options are all
vested and will generally expire 10 years from the date of
their original grant by the two acquired corporations. Also in
September 2000, as part of the acquisition of BCE Emergis
Technologies, Inc., BCE Emergis assumed the obligations of
this corporation under its stock option plan and the options
under such plan now entitle the holder to common shares
of the Company. In total, 167,968 common shares were
optioned under this plan. Subject to a number of exceptions,
such options vest over a four-year period, and expire 10 years
after their original grant by BCE Emergis Technologies, Inc.
The exercise prices under the three stock option plans
assumed as part of these acquisitions are based on a formula
related to the acquisition price. As at December 31, 2002,
6,299,114 (5,052,783 in 2001) options were outstanding.

DECEMBER 31, 2002 DECEMBER 31, 2001
WEIGHTED WEIGHTED
AVERAGE AVERACGCE
NUMBER OF EXERCISE NUMBER OF EXERCISE
OPTIONS PRICE OPTIONS PRICE
$ $
Outstanding—beginning of year 5,052,783 37.19 3,361,674 29.04
Granted 3,499,604 18.68 3,085,398 44.55
Exercised (102,270) 6.68 (583,598) 10.26
Cancelled

(2,151,003)

Outstanding-end of year
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OCK (continued)

The following table summarizes information about options outstanding under the share option plans at December 31, 2002:

OPTIONS QUTSTANDING

OPTIONS EXERCISABLE

WEIGHTED
RANGE OF AVERAGE
EXERCISE EXERCISE

PRICES NUMBER PRICE

$

$0.00 to $5.00 42,523 0.59
$5.01 to $7.50 268,500 5.76
$7.51 to $10.00 2,872,352 9.00
$10.01 to $15.00 183,090 12.02
$15.01 to $20.00 25,435 18.20
$20.01 to $30.00 210,664 27.29
$30.01 to $45.00 1,481,649 39.13
$45.01 to $67.50 1,043,590 53.75
$67.51 to $100.00 76,511 82.22
$100.01 to $150.00 44,800 108.30
$150.01 to $200.00 50,000 172.80
6,299,114 26.94

EMPLOYEE SHARE PURCHASE PLAN The Company hasan
employee share purchase plan (ESPP) whereby participating
Canadian employees can contribute up to 10% of their pre-
tax salary. The Company contributes fifty cents for each
dollar a participant contributes, with a maximum contribu-
tion of 3% of a participant’s earnings. Compensation
expense related to the ESPP amounted to $1.5 million in
2002 ($0.9 million in 2001).

P

WEIGHTED WEIGHTED WEIGHTED
AVERAGE AVERAGE AVERAGE
REMAINING EXERCISE REMAINING
LIFE (YRS.) NUMBER PRICE LIFE {YRS.)

$
5.7 20,354 0.55 5.7
4.9 25,000 7.00 1.3
4.4 802,976 8.87 2.1
4.4 88,312 12.00 2.0
4.3 19,058 17.69 4.3
4.1 61,778 25.63 3.5
4.0 81,822 37.57 3.3
3.7 85,120 58.71 3.6
3.6 20,139 82.20 3.6
3.4 11,201 108.30 3.4
3.1 50,000 172.80 3.1
1,265,760 23.60

WARRANTS [tom time to time, the Company enters into for-
mal business arrangements for the use and distribution of
certain technology solutions with strategic partners. Under
the terms of such arrangements, the partners may acquire

warrants to purchase shares of the Company.
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9. CAPITAL STOCK (continued)

The following table summarizes warrant activity:

DECEMBER 31, 2002

DECEMBER 31, 2001

WEIGHTED WEIGHTED
AVERAGE AVERAGE
NUMBER OF NUMBER OF EXERCISE PRICE NUMBER OF NUMBER OF EXERCISE PRICE
WARRANTS EXERCISABLE - OF EXERCISABLE WARRANTS EXERCISABLE OF EXERCISABLE
OUTSTANDING'  WARRANTs' WARRANTS OUTSTANDING' WARRANTS' WARRANTS
$ s
Outstanding—
beginning of year 1,650,000 550,000 $59.20 650,000 300,000 $47.24
Warrants - - - 1,000,000? 250,000 $73.55
Expiration of warrants (750,000)3 - - - - -
Outstanding
—end of year 900,000 550,000 $59.20 1,650,000 550,000 $59.20

I Warrants are convertible into common shares of the Company on a 1.1 basis.

2 These warrants were granted (¢ shareholders of a company in which BCE Emergis had an invesiment accounted for as o portfolio investment.
3 The warrants granted (o shareholders of @ company in which BCE Emergis had an investment accounted for as a portfolio investment were extinguished duc to the liguidation
of this company. The remaining 250,000 warrants will expire i early 2003 as a result of the termination of the contractual refationship with that company.

The non-exercised warrants will become exercisable upon
the attainment of certain contractual arrangements and the
exercise price will be determined at this time and expire on
December 31, 2006. No amount has been recorded in the

financial statements as a result of these arrangements.

CONTRIBUTED SURPLUS

2002 2001
Balance-beginning of year 46.2 25.2
Amount relating to the
BCE Emergis Technologies, Inc.
acquisition 18.0 -
Unexercised conversion option - 210
Balance—end of year 64.2 46.2

Contributed Surplus as at December 31, 2001 represents the
amount of the unexercised conversion option on the con-
vertible debenture due to parent issued in March 2000 and
redeemed in Decermber 2000, as well as the unexercised con-
version option on the BCE Inc. convertible debenture issued
in December 2000 and repaid with the proceeds of the
issuance and the sale of the 3,870,968 common shares to BCE
in November 2001. The increase in contributed surplus in
2002 represents the Company’s settlement of 20% of the sec-
ond instalment payment relating to the acquisition of BCE
Emergis Technologies, Inc. in cash. An amount of $18.0 mil-
lion, representing the differential between the current share
price and the estimated share price at September 30, 2001,
was attributed to contributed surplus. (see Note 9j).
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10.

ACQUISITIONS

A. In September 2002, the Company acquired, through a
wholly owned subsidiary (the subsidiary), the on-line mort-
gage processing and closing technology tools from The
Federal Home Loan Mortgage Corporation (Freddie Mac) for
cash and other consideration of $18.3 million USD, includ-
ing $0.5 million USD of professional services. Pursuant to
the asset purchase agreement the purchase price includes
an initial payout of $5.8 million USD, a note payable totaling
$12.0 million USD, warrants issued to Freddie Mac which,
upon their exercise, grant ownership of 49.9% of the
subsidiary subject to certain conditions, and other consider-
ations dependent on future performance. The fair value of
these warrants at the time of acquisition was negligible. The
subsidiary is required to pay interest of 8% perannum on the
note payable which is to be settled in two equal instalments
on December 30, 2004 and December 30, 2005. The warrants
become exercisable for a one year period commencing
December 31, 2011. )

The total purchase price of $18.3 million USD ($28.8 million
CAD) has been allocated to acquired technologies and will
be amortized over a five-year period beginvning upon the

commencement of commercial activities.

Pursuant to the transaction, the Company also entered into a
marketing agreement with Freddie Mac for the promotion
and marketing of the on-line mortgage processing and clos-
ing technology tools to lenders in the United States mortgage
market. Under the terms of this agreement, the Company is
entitled to receive $14.0 million USD ($22.1 million CAD)
from Freddie Mac to fund customer implementations on to
the platform. As at December 31, 2002, $9.0 million USD
($14.2 million CAD) had been received from Freddie Mac.

These payments are included as deferred revenue on the

Company'’s balance sheet until the implementation services

are completed, at which time they are recognized as revenue.

8. In April 2002, the Company acquired the outstanding
common shares of e-route inc. for $26.3 million; $6.9 million
in cash and $19.4 mitlion in assumed liabilities to the
Company, and performance related contingent considera-
tion of up to $13.0 million. The Company also incurred
transaction costs in the amount of $0.7 million relating
mostly to professional fees. e-route was owned by six of
Canada’s leading financial institutions and was involved
in the creation of new services for their on-line banking
customers. The transaction was accounted for using the

purchase method.

The results of operations of e-route have been included in the
Company'’s results since April 19, 2002, the date of acquisition.

The intangible asset related to the acquisition was written
down to reflect the fair value of the existing service offerings.
This resulted in a $7.6 million write-down to the intangible
asset (Note 0). The remaining amount was allocated to cus-
tomer relationship and will be amortized over a period of
8 years. No value was assigned to the service offerings still in

the development stage.

¢. In Aprif 2002, the Company acquired the outstanding
common shares of Admar Group Inc. (Admar), a wholly
owned subsidiary of the Principal Financial Group Inc. for a
total cash consideration of $3.0 million USD. The acquisition
was for Admar’s preferred provider organization network
services and utilization management services. Pursuant to a
stock purchase agreement, $1.25 million USD was paid at
closing and the balance was paid on December 31, 2002. The
Company also incurred integration and transaction costs in
the amount of $0.7 million USD relating mostly to profes-

sional services.

The acquisition cost of $3.7 million USD (35.8 million CAD)
was allocated to customer relationship ($5.5 million CAD)
and current assets ($0.3 million CAD).
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10. ACQUISITIONS (continued)

p. IniSeptember 2001, the Company acquired, through a
merger, the assets in the business-to-business electronic
invoice presentment and payment business of San Fran-
cisco I, LLC, a wholly owned subsidiary of Bank of America,
N.A., for $8.5 million USD; $6.0 million USD in cash and
$2.5 miltion USD in shares. '

The acquisition cost of $8.5 million USD ($13.4 million CAD)
was allocated to customer acquisition costs, which is being

amortized over a period of five years.

€. In July 2001, the Company acquired the assets of
ProCure.Com, a technology provider of supplier enablement
applications in the province of Ontario, Canada, for a total
cash consideration of $5.9 million. The Company also
incurred transaction costs in the amount of $0.5 million in
connection with the acquisition relating mostly to profes-
sional fees. The transaction was accounted for using the
purchase method.

The results of operations of ProCure.Con1 have been
included in the Company’s results since July 6, 2001, the date

of acquisition.

The total purchase price of the acquisition was $6.4 million
and was allocated as follows:

PURCHASE PRICE ALLOCATION $
Current assets 0.3
Capital assets 0.8
Allocation of excess of purchase price

Acquired technologies 5.3

Cost of acquisition 6.4

£, In June 2001, the Company acquired all of the outstanding
shares of AHC, a privately held company involved in health
care cost management in the state of Wisconsin in the US for
$30.0 million USD.

Pursuant to an agreement and plan of merger, the Company
paid $10.0 miflion USD at closing. During the vear, the
Company exercised its option to settle its first of three instal-
ments with a cash payment of $6.7 million USD. The balance

of the purchase price will be paid in two equal instalments on

June 28, 2003, and June 28, 2004, by the issuance of shares

with a value of $13.3 million USD. The Company has the
option to settle the balance of the purchase price with cash
payments in the amount of $6.7 million USD at each of the

above-mentioned dates.

The Company incurred transaction costs in the amount of
approximately $2.0 million USD in connection with the
acquisition, relating mostly to protessional fees. The transac-

tion was accounted for using the purchase method.

‘The results of operations of AHC have been included in the

Company’s resuits since June 28, 2001, the date of acquisition.

The total purchase price of the acquisition of $32.0 mil-
lion USD ($48.6 million CAD) was allocated as follows:

PURCHASE PRICE ALLOCATION $
Current assets 4.8
Capital assets 0.7
Current liabilities (1.H)
Allocation of excess of purchase price

Goodwill 442

Cost of acquisition 48.6
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11.

CONVERTIBLE DEBENT

In December 2000, BCE Inc., the parent company, pur-
chased a $150.0 million debenture convertible at the
holder’s option into 1,989,389 common shares at a conver-
sion price of $75.40 per share. The debenture bore interest at
6.3% per annum, and had a maturity date of June 30, 2002.
The fair value of the conversion option associated with the

convertible debenture was $21.0 million and was transferred

URE DUE TO PARENT

to contributed surplus (Note 9) in shareholders' equity in
2001, The convertible debenture due to parent in the
amount of $150.0 million was repaid to BCE Inc. in 2001
with the proceeds generated from the issuance of 3,870,968
common shares to BCE Inc. The accretion of the debenture
{equal to the value of the conversion option) was charged to

earnings in 2001.

12.

NET LOSS PER SHARE
For the years ended
December 31 2002 2001
NUMBER NUMBER
NET LOSS OF SHARES PER SHARE NET LOSS OF SHARES PER SHARE
(NUMERATOR)  (DENOMINATOR) AMOUNT (NUMERATOR) (DENOMINATOR) AMOUNT
$ $ $ $
Net loss attributable
to common
shareholders (110.3) 101,534,509 (1.09) (414.4) 95,186,035 (4.35)

For the above-mentioned years, the Company had securities
outstanding which could potentially dilute basic earnings

per share in the future, but were excluded from the computa-

For the years ended
December 31

Options
Warrants

Common shares to be issued related to acquisitions

1--07

tion of dilutive net loss per share in the years presented, as

their effect would have been antidilutive. Such outstanding

securities consist of the following:

2002 2001
NUMBER OF SHARES NUMBER OF SHARES
6,299,114 5,052,783

900,000 1,650,000

3,127,015 1,658,231

N
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13.

CASH FLOW INFORMATION

i L e

i

For the years ended December 31 2002 2001
Changes in working capital:

B X Te g et el 2 e

Accounts receivable 23.2 (10.2)
Other current assets (1.0) 18.0
Accounts payable and accrued liabilities 223 14.3
’ Deferred revenue 10.3 (6.4)
I Deferred credits (12.0) (12.1)
; 42.8 3.6
Non-cash investing and financing activities:
Additions to fixed and intangible assets financed 7.9 23.1
Equity issued or to be issued with respect to acquisitions (note )
Common shares issued 3.1 10.3
ﬂ Common shares to be issued - 32.2
14
z )
* COMMITMENTS AND CONTINGENCIES

commITMENTS The Company has entered into operating The leases expire on various dates, at which time the
and capital leases for the use of computer equipment and for  Company has the right, but not the obligation, to purchase
its principal premises in Canada and the United States. The  the computer equipment. Minimum lease payments for cap-

computer equipment leases are classified as capital leases. ital and operating leases for the next five years are as follows:

CAPITAL OPERATING

LEASES LEASES
2003 19.6 18.3
2004 9.8 16.5
2005 1.7 15.3
2006 - 13.3
2007 - 10.9
Thereafter, untit 2011 - 3.3
Total minimum lease payments 311 77.6
Interest included in minimum payments 1.9 -
Total 29.2 77.6

e R e
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14. COMMITMENTS AND CONTINGENCIES (continued)

in 2001, the Company had an agreement with its banker for
the financing of computer equipment. Under the terms of
the agreement, the Company could borrow a maximum
amount of $32.0 million and interest rates were negotiated at
the time of borrowing. This facility was extinguished in 2002
and the remaining balance of $12.6 million was transferred
to a capital lease facility.

The Company had $43.8 million of funds in transit at
December 31, 2002 ($28.4 miltion in 2001), which repre-
sented amounts received or receivable from insurance
companies to settle specific healthcare claims adjudicated on

their behalf, with an equal amount payable to the providers

of the healthcare service with respect to these claims. These
amounts have been presented on a net basis since these funds
do not belong to the Company and the Company is not liable

in favor of any party.

CONTINGENCIES [n the normal course of operations, the
Company becomes involved in various claims and legal
proceedings. While the final outcome with respect to
claims and legal proceedings pending at December 31, 2002
cannot be predicted with certainty, it is the opinion of man-
agement that their resolution will not have a material
adverse effect on the Company’s consolidated balance sheet

ot statement of carnings.

13.

INCOME TAXES

The Company’s eftective income tax rate differs from the

amount that would be computed by applying the federal and

For the years ended December 31

provincial statutory rate of 37.32% (40.26% in 2001) to the
loss for the year. The reasons for the difference are as follows:

2002 2001
Income tax recovery based on the statutory rate (57.8) (158.3)
Adjustments resulting from:

Non deductible amortization of intangible assets - 153.0
Future income tax asset drawdown due to reduction in future tax rates 6.6 16.5
Loss on sale of marketable securities and other assets 29 3.2
Loss on write down of marketable securities and other assets 3.5 23
Foreign rate differential 0.3) 1.2
Other 0.5 3.2
(44.6) 211
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15. INCOME TAXES (continued)

ety 157

The tax effects of temporary differences which give rise to the future income tax asset at December 31, are as follows:

irasba e N

FUTURE INCOME TAX ASSET

PR R

Capital assets and intangibles - -
Non-capital loss carryforwards - 1.4
E: fnvestment tax credits 1.7 0.4 2.0 4.5
Other items

33 ke enn e fan s T kb

During the year, the Company recorded $2.2 million of
investment tax credits ($4.9 million in 2001) as a reduction
of research and development expense in the statement

of earnings.

As at December 31, 2002, the Company had total non-capital
loss carrytorwards of approximately $97.9 mitlion. The non-
capital loss carryforwards expire in various years until 2022
and are subject to certain restrictions (Note 20).

16.

: FOREIGN CURRENCY
TRANSLATION ADJUSTMENT

e A AN i b F e ca c el e

g DAk,

Unrealized translation adjustments arise on the translation
of foreign currency denominated assets and liabilities of
self-sustaining foreign operations. An unrealized foreign

exchange gain of $55.2 million existed at December 31, 2002,

compared to an exchange gain of $59.1 million at Decem-
ber 31, 2001. The decrease in the gain is predominantly due
to the decrease in the U.S. exchange rate in 2002 compared

to 2001 and the decrease in the net asset base in 2002.
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17.

g
§ OPERATING SEGMENT INFORMATION
3
The Company focuses its activities in three business units  There are no inter-segment transactions or significant differ-
(eHealth Solutions Group, North America, BCE Emergis-  ences between segment and corporate accounting policies.
Canada and BCE Emergis-U.S.A)), oftering a suite of products
to companies in transaction-intensive, financial services and
i health sectors.

ki g LI s el 0y L

~
s

27

i
ot

:: 1--078



AN NTER PR PN

AR B

S e e ron S i SR

T i 451 e AP X i RGN AR YN A UM e it

s
REAERI.

RPpIE S

TP P TR PRI LU IR VIS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CEALEES N MILLUGNS Db STaNaDlAN b EARS = XOEET A Sl DATA)

17. OPERATING SEGMENT INFORMATION (continued)

The following table shows the activities of each of the three business units:

EHEALTH SOLUTIONS

BCE EMERGIS —

BCE EMERGIS —

For the years ended December 31 GROUP, N.A. CANADA U.5.A. TOTAL

2002 2001 2002 2001 2002 2001 2002 2001
Revenue 276.9 307.0 235.6 296.4 27.4 53.0 539.9 656.4
Direct Costs 33.6 49.4 86.2 96.1 3.7 3.1 123.5 148.6
Gross Margin 2433 257.6 149.4 200.3 23.7 499 416.4 507.8
Goodwill 273.2 - 18.0 291.2

All of the Company’s business units share in the use of its
capital asset infrastructure. As a result, the Company does not
disclose a measure of total assets by business unit. [n addi-
tion, the asset allocation is not used by the Company in its

management reporting for decision making purposes.

As stated in Note 2, during the year the Company’s manage-

ment allocated its existing goodwill to its reporting units and

For the years ended December 31
REVENUE

Canada

United States

Other

completed the transitional impairment test tor goodwill as at

January 1, 2002. Prior to 2002, the goodwill balance had not

been allocated to the reporting units.

GEOGRAPHIC INFORMATION The following table sets out
certain geographic information relative to the Company

which differs from the business units of the Company:

2002 2001
316.1 385.5
223.8 270.2

- 0.7
539.9 656.4
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18.

RELATED PARTY

The following transactions occurred in the normal course of
operations with BCE Inc., the parent company which owned
64.79% of the Company’s outstanding common shares at

December 31, 2002, and other companies in the BCE group

For the years ended December 31

Revenues (a)

Direct costs
Expenses

Interest expense on convertible debenture due to parent

a Includes services for resale to third porties and for internal use.

As part of the extended exclusive distribution agreement
signed in 2001 with Bell Canada, the Company derives rev-
enue trom Bell Canada and directly from other customers
with Bell Canada acting as an agent. Included in related party
revenue is the amount derived directly from Bell Canada in
the amount of $69.2 million for the year ended December 31,
2002 ($105.2 miflion for the year ended December 31, 2001).
Under the distribution agreement, the amount derived from
third party customers with Bell Canada acting as an agent is
$57.0 million for the year ended December 31, 2002
($43.4 million for the year ended December 31, 2001).

As at December 31
Accounts receivable
Accounts payable and
accrued liabilities

Long-term debt

From time to time, the Company undertakes short-term
investments with BCE Inc., and other companies in the BCE

group, in order to benefit from preferential interest rates.

P--080

TRANSACTIONS

subject to common control during the respective periods and
were measured at the exchange value, which is the amount

established and agreed to by the related parties.

2002 2001
141.3 205.4
90.6 99.9
54.2 61.6
- 8.5

Included in direct costs and expenses is $104.7 million for the
vear ended December 31, 2002 ($118.3 million for the year
ended December 31, 2001) related to the extended service
agreement signed with BCE Nexxia in 2001.

The balance sheet includes the following balances with
BCE Inc. and other companies in the BCE group subject to

common control:

2002 2001
28.1 230
53.7 17.8

0.1 11

As at December 31, 2002, the Company had $45.0 million
invested with Bell Canada ($143.1 million in 2001).
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19.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of cash and cash equivalents, accounts receiv-
able, certain assets included in current and long term other
assets, and accounts payable and accrued labilities approxi-
mate their carrying amount given that they will mature

shortly. The fair value of the long-term debt approximates

its carrying value. lair values are based on estimates using
present value and other valuation techniques which are signifi-
cantly affected by assumptions concerning future cash flows
and discount rates and should not be interpreted as being

realizable in an immediate settlement of the instruments.

20).

SUBSEQUENT EVENT

On January 24, 2003, the Company entered into agreements
with Bell Canada in order to accelerate the realization of its

future income tax assets in Canada.

I'--081
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BCE EMERGIS INC. (.

NOTICE OF 2003 ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the shareholders (the “Meeting”) of BCE Emergis Inc. will be
held at the Metro Toronto Convention Centre (Constitution Hall - Room 105), 255 Front Street West, Toronto, Ontario,
Canada, M5V 2W6, on May 13, 2003 at 10:00 a.m. (Toronto time) for the purposes of:

--receiving the consolidated financial statements for the financial year ended December 31, 2002, together with the auditors’
report thereon; '
—-electing Directors until the close of the next annual meeting;
--appointing auditors until the close of the next annual meeting; and
—-transacting such other business as may properly be brought before the Meeting or any adjournment thereof.
Only shareholders of record at the close of business on March 28, 2003 will receive a notice of the Meeting and will be enti-
tled to vote, in person or by proxy.

By order of the Board of Directors

/WW e
Monique Mercier
Executive Vice-President, Law and

Corporate Secretary
Montréal, March 20, 2003

IMPORTANT

In order that the greatest possible number of shares may be represented and voted at the Meeting, registered share-
holders who are unable to attend the Meeting must ensure that proxies to be used at the Meeting are received by our
transfer agent, CIBC Mellon Trust Company before 4:45 p.m. (Toronto time), Monday, May 12, 2003. Proxies can be sent
to our transfer agent: (i) by MAIL by completing, dating, signing and returning the enclosed form of proxy to CIBC Mellon
Trust Company in the enclosed prepaid envelope provided for that purpose, before the above mentioned date and time; (ii) on
the INTERNET at www.proxyvoting.com/bceemergis; (ili) by FAX at 1 866 872-3335 (toll-free;within North America only); or
(iv) by HAND DELIVERY at 200, Queen’s Quay East, Unit 6, Toronto, Ontario, Canada, M5A 4K9 or at 2001 University Street,
Suite 1600, Montréal, Québec, Canada, H3A 2A6. Please refer to the annexed Management Proxy Circular for details.
If you are not a registered shareholder (i.e., your shares are held through a bank, trust company, securities broker of
other nominee), please refer to Q&A No. 18 in the Management Proxy Circular, which explains how to vote your shares.
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BCE EMERGIS INC.

MANAGEMENT PROXY CIRCULAR DATED MARCH 19, 2003

QUESTIONS AND ANSWERS ON

VOTING AND PROXIES

To ensure representation of your shares at the Annual
General Meeting of BCE Emergis Inc. (“BCE Emergis”, the

»

“Corporation” or “we”, “us”, “our” and other similar
expressions) to be held in Toronto, Ontario on Tuesday,
May 13, 2003 (the “Meeting”), PLEASE SELECT THE MOST
CONVENIENT WAY FOR YOU TO EXPRESS YOUR VOTING
INSTRUCTIONS (BY FAX, ON THE INTERNET, BY MAIL,
HAND DELIVERY OR IN PERSON) AND FOLLOW THE
INSTRUCTIONS. Unless otherwise indicated, the informa-
tion contained herein is given as of March 19, 2003. The fol-
lowing questions and answers provide guidance on how to
vote your shares. If you are not a registered shareholder
(i.e., your shares are held through a bank, trust company,
securities broker or other nominee), please refer to Q&A
No. 18, which explains how to vote your shares.

1. Q: WHOM CAN | CALL IF | HAVE QUESTIONS ABOUT
THE INFORMATION IN THIS CIRCULAR?
A: BCE Emergis Investor Relations at (514) 868-2200 or
1866 363-7447.

2. Q:WHOM CAN | CALL IF | REQUIRE ASSISTANCE IN
- COMPLETING MY PROXY FORM?
A: CIBC Mellon Trust Company, our transfer agent, at
1 800 387-0825.

3. Q: WHO IS SOLICITING MY PROXY?

A: The Management of BCE Emergis. Solicitation of
proxies is undertaken by mail, by our employees or
agents, and any costs thereof, which will be minimal,
will be borne by us.

4, Q

WHAT AM | VOTING ON?

A: Two items: (1) the election of Directors to the Board

5. Q:
A:

of Directors until the close of the next annual meet-
ing and (2) the appointment of auditors until the
close of the next annual meeting. Shares may be voted
for or withheld from voting on the election of
Directors and the appointment of auditors. If other
matters were presented for voting at the Meeting, you
could vote for or against the proposals. Our Board of
Directors and Management are recommending
that shareholders vote FOR both items.

WHO IS ENTITLED TO VOTE?

Common shareholders as at the close of business
on March 28, 2003 or their duly appointed repre-
sentatives will be entitled to attend the Meeting or to
register a vote.

As at March 19, 2003, there were 101 897 335 out-
standing common shares. Each holder of common
shares is entitled to one vote at the Meeting for each
common share registered in his or her name at the
close of business on March 28, 2003.

: BY WHEN MUST | VOTE?
: Nolater than 4:45 p.m. (Toronto time) on Monday,

May 12, 2003 (if you do not attend the Meeting in
person). All shares represented by proper proxies
received by CIBC Mellon Trust Company, our transfer
agent, prior to such time will be voted for or withheld
from voting, in accordance with your instructions as
specified in the proxy form, on any ballot that may be
called at the Meeting.
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7.

Q: WHAT HAPPENS IF 1 SIGN THE PROXY FORM AS

DESCRIBED
CIRCULAR?

IN THIS MANAGEMENT PROXY

: Signing the enclosed proxy form (either on paper

form or via the Internet with your control num-
ber) gives authority to Pierre J. Blouin, or Michael
J. Sabia, or Pierre Ducros, all of whom are
Directors, to vote your shares at the Meeting in
accordance with the voting instructions you pro-
vide. A PROXY MUST BE IN WRITING (INCLUDES
VOTING ON THE INTERNET) AND MUST BE EXE-
CUTED BY THE SHAREHOLDER OR BY THE SHARE-
HOLDER'S ATTORNEY AUTHORIZED IN WRITING
OR, IF THE SHAREHOLDER 1S A CORPORATION OR
OTHER LEGAL ENTITY, BY AN OFFICER OR ATTOR-
NEY THEREOF DULY AUTHORIZED.

: CAN | APPOINT SOMEONE OTHER THAN THESE

DIRECTORS TO VOTE MY SHARES?

: Yes. You have the right to appoint any other per-

son, who need not be a shareholder, to attend and
act on your behalf at the Meeting. If you wish to do
so, please insert the name of your proxyholder in
the space indicated or, if you are voting on the
Internet, follow the instructions provided on the
screen. (NOTE: IT IS IMPORTANT TO ENSURE THAT
ANY OTHER PERSON YOU APPOINT IS ATTENDING
THE MEETING AND IS AWARE THAT HIS OR HER
APPOINTMENT HAS BEEN MADE TO VOTE YOUR
SHARES. PROXYHOLDERS SHOULD, AT THE
MEETING, PRESENT THEMSELVES TO A REPRE-
SENTATIVE OF CIBC MELLON TRUST COMPANY.)

: HOW WILL MY SHARES BE VOTED iF i VOTE BY

PROXY?

: The persons named in the proxy form must vote or

withhold from voting your shares in accordance
with your instructions on the proxy form. In the
absence of such instructions, however, your shares
will be voted FOR the election of the nominees to
the Board of Directors proposed by Management
in this Management Proxy Circular and the
attached proxy form until the close of the next
annual meeting, FOR the appointment of Deloitte
& Touche LLP as auditors until the close of the

10.

Q:

. Q

next annual meeting, and FOR Management’s pro-
posals generally.

IF | CHANGE MY MIND, CAN | TAKE BACK MY PROXY
ONCE { HAVE SUBMITTED IT?

: Yes. A shareholder who has voted by proxy may

revoke it by voting again in any manner (fax,
Internet, mail or hand delivery). In addition, you
may revoke a voted proxy by depositing an instru-
ment in writing (which includes another proxy form
with a later date) executed by you or by your attorney
authorized in writing, with CIBC Mellon Trust
Company at 200 Queen’s Quay East, Unit 6, Torento,
Ontario, Canada, M5A 4K9 or at 2001 University
Street, Suite 1600, Montréal, Québec, Canada,
H3A 2A6, at any time before 5:00 p.m. on the last
business day preceding the day of the Meeting or any
adjournment thereof, or with the Chairman of the
Meeting on the day of the Meeting or any adjourn-
ment thereof. You may also revoke a proxy in any
other manner permitted by law.

It should be noted that your participation in per-
son in a vote by ballot at the Meeting will automati-
cally revoke any proxy which has been previously
given by you in respect of business covered by that
vote.

WHAT IF MY SHARES ARE REGISTERED IN MORE
THAN ONE NAME OR IN THE NAME OF MY CORPO-
RATION?

: If the shares are registered in more than one name,

all those registered should sign the proxy form
(whether on paper form or via the Internet). If the
shares are registered in the name of your corporation
or any name other than yours, you may require
documentation proving your power to sign the proxy
form.
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12. Q: WHAT IF AMENDMENTS ARE MADE TO THESE

MATTERS OR OTHER MATTERS ARE BROUGHT
BEFORE THE MEETING?

: The person(s) named in the proxy form will have

discretionary authority with respect to amend-
ments or variations to matters identified in the
Notice of 2003 Annual General Meeting and to
other matters which may properly come before
the Meeting. As of the date of this Management
Proxy Circular, our Management knows of no such
amendment, variation or other matter expected to
come before the Meeting. If any other matters prop-
erly come before the Meeting, the person(s) named in
the proxy form will vote on them in accordance with
their best judgment.

: HOW WILL THE VOTES BE COUNTED?
: The election of Directors and the appointment of

auditors will each be determined by a majority of
votes cast at the Meeting by proxy or in person.

: IS MY VOTE CONFIDENTIAL?
: Yes. CIBC Mellon Trust Company counts and tabu-

lates the proxies. This is done independently to
preserve the confidentiality of individual share-
holder votes. Proxies are referred to us only in cases
where you clearly intend to communicate with
Management (by making a written statement on the
proxy form), in the event of questions as to the
validity of a proxy or when it is necessary to do so to
meet the requirements of applicable law.

15. Q: HOW CAN | CONTACT THE TRANSFER AGENT?

16.

A:

Q:

You can contact the transfer agent by mail at:

CIBC Mellon Trust Company
P.O. Box 7010 STN Adelaide
Toronto, Ontario

MSC2wW9

or in person:
Montréal: 2001 University Street, Suite 1600
Toronto: 320 Bay Street, 3rd Floor

or by email:
inquiries@cibcmellon.com

or by phone:
at 1 800 387-0825
(toll-free within North America only)

or by fax:
at (416) 643-5501

WHO ARE THE PRINCIPAL SHAREHOLDERS OF THE
CORPORATION?

: BCE Inc. To the knowledge of our Directors and

officers, the only person who beneficially owns
or exercises control or direction over mote than
10 per cent of our outstanding common shares is BCE
Inc., which owned directly and through wholly
owned subsidiaries, as at March 19, 2003, 65,906,781
common shares, representing approximately 65 per
cent of our issued and outstanding common shares,
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VOTING BY REGISTERED SHAREHOLDERS

You are a registered shareholder if your name appears on your
share certificate.

17. Q: HOW DO | VOTE?
A: You may vote by proxy or in person at the Meeting.

(1) BY PROXY

You have three ways of voting by proxy:

(a) by fax

By completing and signing the enclosed
proxy form and forwarding same by fax at
1 866 872-3335 (toll-free within North America
only).

IF YOUR SHARES ARE NOT REGISTERED IN YOUR
NAME (L.E., IF THEY ARE HELD THROUGH A BANK,
TRUST COMPANY, SECURITIES BROKER OR OTHER
NOMINEE), DO NOT USE THE ABOVE FAX NUMBER
ASIT IS ONLY PROVIDED FOR REGISTERED SHARE-
HOLDERS. INSTEAD, USE THE FAX NUMBER, IF
ANY, PROVIDED BY YOUR NOMINEE (SEE Q&A
NO. 18).

(b) on the Internet

Go to our website:
www.proxyvoting.com/bceemergis. Enter your
CONTROL NUMBER (you will find this number on
the enclosed proxy form). Follow voting instructions
on the screen to complete, sign and return your proxy
form.

(c) by mail or by hand delivery.

By completing and signing the enclosed proxy form
and returning same in the prepaid envelope provided
by mail, or by hand delivering same at one of the
following addresses: 200 Queen’s Quay East,
Unit 6, Toronto, Ontario, Canada, MSA 4K9, or
2001 University Street, Suite 1600, Montréal,
Québec, Canada, H3A 2A6.

(2) BY ATTENDING THE MEETING IN PERSON

By presenting yourself at the Meeting. Shareholders
simply have to address themselves to a representative
of CIBC Mellon Trust Company at the Meeting.
Persons who are not shareholders may be admitted
subject to the discretion of the chairman of the
Meeting and subject to any space constraints after
addressing themselves to a representative of CIBC
Mellon Trust Company. Non-registered shareholders
wishing to attend the Meeting should refer to Q&A
No. 18. If you wish to vote in person at the Meeting,
do not complete or return the prbxy form. Your vote
will be taken and counted at the Meeting. Returning a
form of proxy in advance does not preclude you from
attending the Meeting in person. If you do not wish to
attend the Meeting or do not wish to vote in person,
your proxy will be voted for or withheld from voting
in accordance with your instructions on the proxy.
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VOTING BY NON-REGISTERED SHAREHOLDERS

You are a non-registered (or beneficial) shareholder if your
shares are held through a bank, trust company, securities
broker or other nominee. For most of you, the proxy form
sent or to be sent by your nominee indicates whether you are
a non-registered (or beneficial) shareholder.

18. Q: HOW DO | VOTE?

A: (1) By providing voting instructions to your nomi-
nee. Your nominee is required to seek voting instruc-
tions from you in advance of the Meeting.
Accordingly, you will receive or have already received
from your nominee either a request for voting
instructions or a form of proxy for the number of
shares you hold. Every nominee has its own voting
procedures and provides its own voting instructions,
which should be carefully followed by non-registered
shareholders to ensure that their shares are voted at
the Meeting. These procedures generally allow voting
by telephone, on the Internet, by mail or by fax. IF
YOUR SHARES ARE NOT REGISTERED IN YOUR
NAME, DO NOT USE THE FAX NUMBER OR THE
WEBSITE ADDRESS PROVIDED HEREIN TO VOTE, AS
THESE COORDINATES ARE ONLY VALID FOR REGIS-
TERED SHAREHOLDERS.

(2) By attending the Meeting in person. We do not
have access to the names of our non-registered share-
holders. Therefore, if you attend the Meeting, we will
have no record of your shareholdings or of your enti-
tlement to vote unless your nominee has appointed
you as proxyholder. If you wish to vote in person at
the Meeting, insert your own name in the space pro-
vided on the request for voting instructions or proxy
form to appoint yourself as proxyholder and follow
the instructions of your nominee. Non-registered
shareholders who instruct their nominee to appoint
themselves as proxyholders should, at the Meeting,
present themselves to a representative of CIBC
Mellon Trust Company. Do not otherwise complete
the form sent to you as your vote will be taken and
counted at the Meeting.

ELECTRONIC DELIVERY

A Q
A:
B Q
A
C Q
A
D Q
A

WHAT IS ELECTRONIC DELIVERY?

A voluntary program that notifies participating
shareholders by e-mail that documents which
must be delivered pursuant to securities legisla-
tion are available on our website. Every year, we
deliver documentation to our shareholders, such as
this Management Proxy Circular and our Annual
Report, that must be delivered to shareholders of a
public company by law. We wish to make this process
more convenient for our shareholders and therefore
propose that if you so wish, you will be notified by
e-mail when our documentation is posted on our

website (www.emergis.com/investor). Accordingly,
such documentation will not be sent in paper form
by mail. We believe that electronic delivery will ben-
efit the environment and reduce our costs,

:AM | OBLIGED TO CONSENT TO ELECTRONIC

DELIVERY?

: No. Electronic delivery is voluntary; if you do not

consent to receiving documentation by e-mail, you
will continue to receive such documentation by mail.

:IF | CONSENT TO ELECTRONIC DELIVERY, WHEN

WILL IT BECOME EFFECTIVE?

: 1If you consent to electronic delivery, you will be noti-

fied by e-mail of the availability on our website
(www.emergis.com/investor) of all documentation
which must be sent to you under applicable legisla-
tion starting with the second quarter of 2003.

: HOW CAN | CONSENT TO ELECTRONIC DELIVERY?
: (i) If you are a registered shareholder, by complet-

ing and returning the accompanying form entitled
Consent to Electronic Delivery of Documents for
Registered Shareholders of BCE Emergis Inc. to our
transfer agent CIBC Mellon Trust Company by mail
(see enclosed envelope) or by fax at (416) 643-3136;
(ii) if you are a non-registered shareholder, by
enrolling on the Internet according to the instruc-
tions provided by your nominee.
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BUSINESS TO BE TRANSACTED
AT THE MEETING
{See Notice of 2003 Annual General Meeting)

1. PRESENTATION OF FINANCIAL STATEMENTS

The consolidated financial statements for the year ended
December 31, 2002, and the report of the auditors thereon will
be placed before the Meeting. The consolidated financial state-
ments are included in our 2002 Annual Report which is being
mailed to our shareholders with the Notice and this Circular.

2. ELECTION OF DIRECTORS
(See ITEM 1 on proxy form)

Nine Directors are to be elected to hold office until the
close of the next annual meeting of the shareholders. The
nine persons nominated in this Management Proxy Circular
were elected at the 2002 Annual and Special Meeting, except
for Mr. Pierre J. Blouin who was appointed in May 2002 and
Mr.]. Spencer Lanthier who was appointed in February 2003.
All nominees have formally established their eligibility and
willingness to serve as Directors.

Our Board held 14 meetings in 2002, while standing
Committees of the Board met 18 times during the year. Each
Director who is currently standing for election attended in
the aggregate not less than 75 per cent of the meetings of the
Board and of Committees of the Board on which such
Director served. The overall attendance by our Directors at
both Board and Committee meetings was 90 per cent.

Except where authority to vote on the election of one or
more nominees as Directors is withheld, the persons
named in the enclosed form of proxy intend to vote FOR
the election of the persons nominated in this Circular. If
prior to the Meeting, any of the nominees should become
unavailable to serve, the persons designated in the proxy
form will have the right to use their discretion in voting
for a properly qualified substitute.

3. APPOINTMENT OF THE AUDITORS
(See ITEM 2 on proxy form)

A firm of auditors is to be appointed by vote of the share-
holders at the Meeting to serve as auditors until the close of
the next annual meeting. The Board of Directors recom-
mends that Deloitte & Touche LLP, Chartered
Accountants, be re-appointed as auditors.

Deloitte & Touche LLP have been our auditors since 2000.
Prior to that, Raymond Chabot Grant Thornton, Chartered
Accountants, had been our auditors since 1988.

The persons named as proxies in the enclosed proxy
form intend to cast the votes represented by proxy at the
Meeting FOR the appointment of Deloitte & Touche LLP
as auditors unless the holder of common shares who has
given such proxy has directed that the common shares be
withheld from voting.

The following table sets forth the fees paid by BCE Emergis
and our subsidiaries to Deloitte & Touche LLP for services
rendered in 2002:

DELOITTE & TOUCHE LLP 2002
Audit services $ 806,550
Audit-related services $1,687,423
Tax services $ 383,687

$2,877,660

Audit-related fees paid to Deloitte & Touche LLP include
fees relating to consultations regarding financial accounting
and reporting standards as well as internal controls, various
audits and translation services.

4. OTHER BUSINESS

The Chairman of the Meeting will invite Management to
report on recent events of significance to us and on other
matters of interest to the shareholders and will invite ques-
tions and comments from you.

P--6
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NOMINEES FOR ELECTION AS DIRECTORS

The following table, and the notes thereto, sets forth the name, principal occupation, or major positions and
offices with us and our affiliates, and length of service as a Director of each of the persons proposed for elec-
tion as Director, as well as the number of common shares of BCE Emergis and of BCE Inc. beneficially owned or
over which control or direction is exercised by such person and the number of BCE Emergis or BCE Inc. share
units held by such person. '

Abbreviations: BCE Emergis = BCE Emergis Inc., BCE = BCE Inc.

DIRECTOR

NAME AND PRINCIPAL OCCUPATION SINCE HOLDINGS{1(2)(3)

WitLtiam D, ANDERSON August 1998 BCE common 7,417
Montréal, Québec BCE share units 2,657
President, BCE Ventures Inc. BCE Emergis common 1,500
(a holding company for various investments of the BCE group)

Member, Audit Committee

Chairman of the Board and Chief Executive Officer of

Bell Canada International Inc. and director of CGI Group Inc.,

Aliant Inc. and TransAlta Corporation

PIEgrE |. BLOUIN ' May 2002 BCE common 5,201
Candiac, Québec BCE share units 1,381
Chief Executive Officer of BCE Emergis BCE Emergis common 8,802
Director of BCE Capital Inc. and Connexim Inc.

Pierre Ducros : January 1997 BCE common 11,000
Montréal, Québec BCE Emergis common 10,000

President, P. Ducros & Associates Inc.

(a private investment company)

Member, Audit Committee

Member, Human Resources and

Corporate Governance Committee

Director of Cognos Incorporated, Manulife Financial,
National Bank Financial & Co. Inc. and Engenuity, LLC

p..7
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NAME AND PRINCIPAL OCCUPATION

DIRECTOR
SINCE

_HOLDINGS (M)

DANIEL JOHNSON

Montréal, Québec

Counsel at McCarthy Tétrault

Member, Audit Committee

Director of Bombardier Inc., The Great-West Life
Assurance Company, London Life Insurance Company
and Investors Group Inc.

March 2002

BCE Emergis share units

5,332

ROBERT KEARNEY

King City, Ontario

Corporate Director

Chairman, Audit Committee

Member, Human Resources and

Corporate Governance Committee

Deputy-Chairman of Canbras Communications Corp.

August 1998

BCE common
BCE Emergis common

11,100
1,000

). SPENCER LANTHIER

Toronto, Ontario

Corporate Director

Member, Audit Committee

Vice-Chairman and director of TSX Group Inc.

and director of the Bank of Canada, Gerdau Ameristeel Inc.,
Ellis-Don Inc., Intertape Polymer Group Inc.,

The Canada Life Assurance Company and Torstar Corporation

February 2003

JOHN H. MCARTHUR

Wayland, Massachusetts

Dean Emeritus, Harvard University Graduate

School of Business Administration,

Member, Audit Committee

Director of AES Corporation, BCE Inc., Bell Canada,
Cabot Corporation, GlaxoSmithKline plc, KOC Holdings,
A.S., Reuters Founders Share Company Limited,

Rohm and Haas Company, HCA, Inc. and Telesat Canada
Also a Senior Advisor to the President of the World Bank,
Washington, DC.

March 2000

BCE common

BCE share units

BCE Emergis common
BCE Emergis share units

812
21,568
1,000
5,603
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DIRECTOR

NAME AND PRINCIPAL OCCUPATION SINCE HOLDINGS{N(2(3)
MICHAEL }. SABIA March 2002 BCE common 7,363
Montréal, Québec BCE share units 72,667

Chairman of the Board of BCE Emergis .
President and Chief Executive Officer of BCE Inc. and
Chief Executive Officer of Bell Canada

Member, Human Resources and

Corporate Governance Committee

Director of BCE Inc. and Bell Canada and

Chairman of the Board of Bell Globemedia Inc.

C. WEesLey M. Scorr February 2000 BCE common 2,500
Toronto, Ontario BCE share units 14,724
Corporate Director BCE Emergis common 1,000
Chairman, Human Resources and BCE Emergis share units 5,856

Corporate Governance Committee
Director of Bell Canada International Inc.,
CGI Group Inc., Sears Canada Inc. and Solectron Corporation

(1) As we have no knowledge of the number of common shares beneficially owned, controlled or directed by each proposed nominee, the information has been
furnished by the respective nominees individually.

(2) Each BCE Emergis share unit is equivalent in value to one BCE Emergis common share; share units are governed by a share unit plan; see page 19.
(3) Each BCE share unit is equivalent in value to one BCE common share; share units are governed by share unit plans of BCE Inc.

During the last five years, all the nominees for election as Directors, except as indicated below, have held the principal occu-
pation identified above or have been engaged in other executive capacities with the companies indicated opposite their
names or with one of their respective affiliates, or were elected to their present term of office by a vote of our shareholders at
a meeting, the notice of which was accompanied by a management proxy circular containing information on their principal
occupations during the preceding five years. Mr. Pierre ]. Blouin was Group Vice-President, Sourcing & Logistics at Bell Canada
from May 1998 until April 1999 when he became Senior Vice-President and Acting President of Nexacor Realty Management
Inc. In January 2000, he joined Bell Mobility Inc. where he served as President until February 2002. Mr. Blouin then became
Executive Vice-President of BCE Inc. and Chief Executive Officer of Bell Mobility Inc. Mr. Blouin was appointed to his current
position as our Chief Executive Officer on May 13, 2002. Mr. J. Spencer Lanthier is a Corporate Director. Mr. Lanthier was
Chairman and Chief Executive of KPMG, and a member of the International Executive Committee and Board of KPMG from
1993 to 1999. Prior to that, Mr. Lanthier held various senior positions within KPMG.
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DIRECTORS’ AND OFFICERS’ COMPENSATION
REPORT ON EXECUTIVE COMPENSATION

COMPENSATION PHILOSOPHY

The objectives of our executive compensation policy are to assist in attracting and retaining executives in the technology
industry and motivating them to achieve performance objectives consistent with creating shareholder value and advancing our
corporate success. There is a clear emphasis on variable pay and on alignment with shareholder interests. Executives receive a
base salary and are entitled to an annual short-term incentive award payable in cash and to options under a stock option plan
which is a long-term incentive program designed to align executive and shareholder interests and to provide an incentive to
executives to pursue growth opportunities for BCE Emergis by enabling executives to participate in the appreciation in share
value. Long-term incentive programs serve both as a retention tool and as a compensation element.

The Human Resources and Corporate Governance Committee (the “HRCGC”) is responsible for the administration of our
executive compensation policy. It periodically reviews our policy, generally to ensure that it continues to be effective in meet-
ing the objectives set out above. This review also includes a specific review of the compensation of the Chief Executive Officer
and other officers. The HRCGC reports and makes recommendations on executive compensation matters to the Board of
Directors.

COMPOSITION OF THE COMPENSATION COMMITTEE

The members of the HRCGC were, until March 1, 2002, Messts. C. Wesley M. Scott, Jean C. Monty, Robert Kearney, Gedas
A. Sakus and Pierre Ducros. Mr. Sabia joined the HRCGC on March 1, 2002, following his appointment to the Board of
Directors. Mr. Monty resigned on May 1, 2002 from the HRCGC and the Board of Directors. Mr. Sakus did not stand for re-
election at last year’s Annual and Special Meeting held on May 7, 2002. Mr. C. Wesley M. Scott is the Chairman of the HRCGC.

TOTAL COMPENSATION

Total compensation, which comprises base salary, annual short-term incentive awards, option grants as long-term incen-
tives, benefits and perquisites, was established for the year 2002 based on a group of 25 Canadian and US technology compa-
nies, which are in most cases publicly traded and which have a wide range of revenue levels. The results of the analysis were
then adjusted to reflect our actual revenue levels. Base salaries follow organizational bands and within each band there is a
number of anchor salary points to reflect market practices and to provide flexibility to recognize individual contribution.
Executive base salaries were positioned at the median of their respective local market (Canadian market for Canadian execu-
tives and U.S. market for U.S. executives) whereas incentives (annual short-term incentives and stock options) were positioned
at the median of the U.S. market for all executives. Benefit and perquisite levels were positioned around the median of the
Canadian and U.S. markets. Consistent with this policy, the base salary of Mr. W. Brian Edwards as Chief Executive Officer was
fixed at $420,000 for 2002 until his departure on May 13, 2002. Mr. Pierre J. Blouin was hired as Chief Executive Officer on
May 13, 2002 and his base salary was fixed at $500,000 for 2002, in line with our compensation policy and consistent with his
previous compensation.

ANNUAL SHORT-TERM INCENTIVE AWARDS

Target annual short-term incentive awards for the executive group range from 30 per cent of base salaries to 70 per cent for
the Chief Executive Officer.

P--10
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The size of the total annual awards is based upon a corporate envelope which is assessed on the basis of quantifiable finan-
cial targets and the achievement of specific strategic objectives, both of which aze set at the beginning of the year by the Board
of Directors. Quantifiable financial targets include revenue, net earnings and percentage of U.S. revenue as compared to total
revenue. Strategic objectives include specific market growth objectives, the strengthening of certain distribution channels
and acquisition objectives. The Board assigns the greatest weight to financial targets and each financial target has its own
specific weight. This envelope is then distributed according to team and individual performance.

The team factor is generally based on quantifiable financial targets whereas the individual factor is evaluated on the basis
of objectives set at the beginning of the year and on key competencies. However, for the Chief Executive Officer and the Chief
Operating Officer, the individual and team factors are determined on the basis of the overall corporate performance.

On the basis of the above results, the HRCGC determines the size of the annual short-term incentive awards. The calcula-
tion of the award is derived from a formula which multiplies the corporate performance factor by the team and individual
factors. The result cannot exceed twice the target award.

In addition, the HRCGC can approve special short-term incentive awards to recognize the exceptional contribution of an
executive.

For 2002, no short-term incentive award was granted to our executives and employees, as the minimum financial targets to
determine the corporate bonus envelope were not attained. However, a successful cost reduction and business realignment
plan was put in place in 2002, which permitted us to return to profitability in the second half of the year.

LONG-TERM COMPENSATION — STOCK OPTIONS

BCE Emergis has a Stock Option Plan (the “Plan”) for the benefit of its officers, employees and service providers who, in the
opinion of the Board of Directors, are contributing to our success. Until 2002, options could be granted to Directors under the
Plan (see “Compensation of Directors” in this Circular). The exercise price of an option granted under the Plan cannot be less
than the closing price of our common shares on The Toronto Stock Exchange (the “TSX"”) on the last trading day prior to the
effective date of the grant of the option, and is payable in full upon exercise.

The period during which options may be exercised is six years from the date of their grant (the “Option Period”), except as
shortened by the participant’s ceasing to be an officer, employee or service provider, as the case may be. Options granted
before December 14, 1999 vest over five years as follows: as of the first anniversary of a grant of an option, and in each year
thereafter during the Option Period, the option may be exercised as to 20 per cent of the total number of shares optioned,
with exercise rights being cumulative from year to year. Options granted on or after December 14, 1999 vest over four years
as follows: as to 25 per cent two years after the date of the grant, as to 75 per cent three years after the date of the grant and as
of 100 per cent four years after the date of the grant. Notwithstanding the foregoing, in the event of a change of control of the
Corporation, all outstanding options would vest and participants would have the right to exercise the entire unexercised
portion of their options. However, for options granted after July 24, 2001, such accelerated vesting would occur only if the
participant’s services are terminated, other than for cause, or by the participant for a valid reason, within a certain period after
the change of control. On June 10, 2002, special options were granted to 38 key employees for retention purposes and in
connection with the execution of the revised business plan. These options vest in their entirety three years after the grant date
(two years in the case of the Chief Operating Officer).

Rights under the Plan are not transferable except as provided in the Plan in the case of death, and during the life of a par-
ticipant any rights may be exercised only by that participant.

Up to 2000, the executive compensation policy did not contemplate annual grants of options to executives or employees.
Grants were normally made at the time of hire and in special circumstances to recognize an exceptional performance or in the
context of a special transaction such as when the transaction with Bell Canada took place in August 1998. The executive com-
pensation policy adopted by the Board in 2000 contemplates the grant of stock options at the time of hire and annually, start-
ing in 2001. Under the policy, the annual stock option awards are granted at the beginning of a financial year and stock option
awards vary according to (i) salary and responsibility level (target grant) and (ii) individual performance during the previous
financial year (performance grant). In recommending grants of options, the HRCGC does not generally take the value of
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outstanding options into consideration. For retention and other purposes, it was decided that a portion or all of the annual
target stock option grant for 2002 would be accelerated and granted on July 24, 2001 for certain executives.

In accordance with this policy, the Board of Directors granted Mr. Edwards options to purchase 30,000 common shares at
the beginning of 2002 at an exercise price of $42.52 as a performance grant, corresponding to the maximum grant provided
under the policy at his position level, in light of the excellent performance of the Corporation in 2001, but taking into
account the 50,000 options which were granted in respect of 2002 on July 24, 2001 at an exercise price of $37.50 as discussed
above. Following Mr. Blouin’s appointment as Chief Executive Officer on May 13, 2002, 130,000 options at an exercise price
of $9.05 were granted to him on June 10, 2002. Again for retention purposes, it was decided that the 2003 annual target option
grant would be accelerated and made to all eligible employees in the summer of 2002 and that, as mentioned above, stock
option grants with a special vesting schedule would be granted to key employees. For these reasons, on June 10, 2002,
M. Blouin received 20,000 options representing the accelerated annual target option grant for 2003 and 80,000 options
reflecting a special grant, both at an exercise price of $9.05.

SHARE OWNERSHIP GUIDELINES
In March 2003, the Board of Directors introduced share ownership guidelines applicable to executives. Under these guide-
lines, executives will be required to own common shares of BCE Emergis having a value of not less than a multiple of basic

salary, ranging from one time to three times for the Chief Executive Officer. Executives will be expected to reach this share
ownership level within six years.

CONCLUSION

It is our view that the total compensation of the Named Executive Officers for 2002 was appropriate and well positioned
compared to the compensation of our comparator group. We believe that it was also consistent with our compensation phi-
losophy of linking a significant portion of our executives’ cash compensation to the attainment of corporate performance
objectives and the creation of shareholder value. As such, given that the minimum corporate objectives were not achieved in
2002, there were no annual short-term incentives paid to the Named Executive Officers for 2002. However, we remain confi-

dent that our compensation approach allows us to attract, motivate and retain executives while aligning the interests of
shareholders and executives.

Report presented by the Human Resources and Corporate Governance Committee

C. Wesley M. Scott, Chairman

. Robert Kearney

Pierre Ducros
Michael J. Sabia
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SHAREHOLDER RETURN PERFORMANCE GRAPH

The graph below compares the yearly percentage change in the cumulative total shareholder return on our common shares
against the cumulative total shareholder return of the S&P/TSX Composite Index for the five year period commencing

December 31, 1997 and ending December 31,

2002.*

Five-Year Cumulative Total Return on $100 Investment

$2,500

/\
/ N\

BCE Emergis Inc.
$1,500 /
$1,000 / \
"o / sep/Tsx N\

0 1 I I I
Dec-97 Dec-98 Dec-99 Dec-00

e SCE Emergis Inc.

| [
Dec-01 Dec-02

= S&P/TSX Composite

DEC. 31 DEC. 31 DEC. 31 DEC. 31 DEC. 31 DEC. 31
1997 1998 1999 2000 2001 2002

$ $ $ $ $ $

BCE Emergis Inc. 100 433 2,422 1,378 1,425 233
S&P/TSX 100 98 130 139 122 107

* Assumes that the initial value of the investment in the common shares and in the S&P/TSX Composite Index was $100 on
December 31, 1997, and that all subsequent dividends were reinvested. All prices for our common shares were taken from

the TSX.
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EXECUTIVE COMPENSATION
SUMMARY COMPENSATION TABLE

The following Summary Compensation Table sets forth the compensation for the Chief Executive Officer, the former
Vice-Chairman and Chief Executive Officer, the four other most highly compensated executive officers of the Corporation
and the former President, eHealth Solutions Group, North America (collectively, the “Named Executive Officers”) for
services rendered in all capacities to BCE Emergis and its subsidiaries during the fiscal years ended December 31, 2002,
December 31, 2001 and December 31, 2000.

LONG-TERM

COMPENSATION

ANNUAL COMPENSATION AWARDS®)

SHARES

OTHER UNDER
NAME AND ANNUAL  OPTIONS/SARS ALL OTHER
PRINCIPAL SALARY BONUS  COMPENSATION GRANTED  COMPENSATION
POSITION(® YEAR ($H@ ($)®® ($)® e ($)m
PIERRE }. BLOUIN 2002 315,385 - - 230,000 7,110

Chief Executive Officer

W. BRIAN EDWARDS 2002 156,662 - 21,345 30,000 1,530,632
Former Vice-Chairman and 2001 340,000 229,500 - " 90,000 5,100
Chief Executive Officer 2000 285,000 212,553 - 50,000 3,124
CHRISTIAN TRUDEAU 2002 397,615 - - 115,000 17,286
President and 2001 300,000 210,000 - 80,000 5,885
Chief Operating Officer 2000 250,000 155,375 - - -
TERRENCE M. HAM 2002 299,808 - 1,125 42,500 191,635
Chief Business 2001 250,000 250,000 6,092 35,000 137,500
Development Officer 2000 250,000 281,250 4,567 - 40,000
ROBERT A. NEELY 2002 UsS 237,373 - - 37,500 US 6,000
President, 2001 US 176,528 UsS 73,300 - 25,000 Us 2,875
ePayment Solutions 2000 US 46,727 Us 18,100 - - -
RENE POIRIER 2002 293,365 - 3,000 27,500 40,937
Chief Technology Officer 2001 250,000 125,000 - 32,500 5,192
2000 212,500 94,779 - - -
FAYE S. BAGGIANO 2002 Us 237,500 - - 32,500® Us 75,000
Former President, eHealth 2001 US 111,538  US 134,200 - 65,000® US 60,000

Solutions Group, North America
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(1) Mr. Blouin joined BCE Emergis on May 13, 2002. Prior to that date, he was Executive Vice-President of BCE inc. and Chief Executive Officer of Bell Mobility Inc. After

May 13, 2002, his compensation has been paid by BCE Emergis and is set forth in the above table.
Mr. Edwards ceased to be Vice-Chairman and Chief Executive Officer on May 13, 2002.
Mr. Trudeau was Executive Vice-President and Chief Operating Officer from September 8, 1998 until October 1, 2000 when he became President and Chief Operating Officer.

Mr. Ham was appointed Senior Vice-President, finance industry on December 15, 1998, he became President, BCE Emergis - USA on October 10, 2000 and Chief Business
Development Officer on April 4, 2002.

Mr. Neely joined the Corporation on September 28, 2000 as Senior Vice-President, EIPP. He was Chief Marketing Officer from March 1, 2001 to April 4, 2002 when he became
President, BCE Emergis - US. He was appointed President, ePayment Solutions effective on January 1, 2003.

Mr. Poirier was appointed Senior Vice-President, Development and Integration on December 1, 1998, he became Senior Vice-President, Product and Delivery on January 1,
1999; Chief Technology Officer on January 1, 2000 and President, BCE Emergis - Canado on April 4, 2002. He was re-appointed Chief Technology Officer effective
November 26, 2002,

Dr. Baggiano was appointed President, e-Health-5olutions Group, North America on August 20, 2001. She left the Corporation on October 10, 2002.

(2) With the exception of Mr. Neely and Dr. Baggiano, who received their compensation in US dollars, all amounts shown in the above table are in Cenadian dollars.
(3) Amounts in this column represent awards under the annual short-term incentive program. For 2002, no short-tem incentive award was granted to our executives and

employees as the minimum corporate financial targets were not met, Mr. Ham’s mobility premium referred to in Note 7 was added to the base solary for calculation of his
short-term incentive award in 2000 and 2001. Messrs. Trudeau (340,000 in 2001), Ham (871,932 in 2001 and $105,676 in 2000) and Poirier (37,250 in 2001) received
a special short-term incentive award for exceptional performance in addition to the requiar short-term incentive award under our short-term incentive plan. According to
Dr. Baggiano’s employment contract, the annualized base salary of US$300,000 was used to calculate Dr. Baggiano’s short-term incentive oward for the year 2001.

(4) Perquisites and other personal benefits are not disclosed where they do not exceed the lesser of $50,000 or 10 per cent of the total annual base salary and short-term incen-

tive award of the Nomed Executive Officers. With the exception of Mr. Edwards, all amounts shown in this column represent the Corporation’s contribution to an RRSP. In
the case of Mr. Edwards, an amount of $7,846 paid for accrued vacation at the time of his departure is included in the amount of $21,345 for 2002.

(5) There are no Long-Term Compensation Payouts.

(6) There are no Restricted Shares or Restricted Share Units. The numbers in this column represent options granted under the BCE Emergis Share Option Plan which is described

under “Directors’ and Officers” Compensation - Report on Executive Compensation - Long-term Compensation - Stock Options” in this Circular.

Mr. Blouin was granted 130,000 options upon appointment. On june 10, 2002, he was gronted 20,000 options (representing the accelerated onnual target stock option
grant for 2003) and a special gront of 80,000 options. These 80,000 aptions vest entirely three years after the grant date.

Mr. Edwards was granted 30,000 options on January 22, 2002. Pursuant to the terms of the arrangement made with Mr. Edwards on his departure, 215,205 non-vested
options vested on May 13, 2002 and will remain outstanding until May 13, 2004. On fanuary 23, 2001, Mr. Edwards was granted 40,000 options and on July 24, 2001,
he was granted 50,000 options (representing the accelerated annual target stock option gront for 2002).

Mr. Trudeau was granted 15,000 options (representing the accelerated annual target stock option grant for 2003) and a special grant of 100,000 options on june 10, 2002.
These 100,000 options vest entirely two years after the grant date. On January 23, 2001, Mr. Trudeau was granted 20,000 options and on july 24, 2001, he was granted
60,000 options (representing the accelerated target portion of the 2002 annual stock aption grant).

Mr. Ham was granted 10,000 options on fanuary 22, 2002 and, on june 10, 2002, 7,500 options (representing the accelerated annual target stock option.grant for 2003)
ond a special grant of 25,000 options. These 25,000 options vest entirely three years after the grant date. On july 24, 2001, he was granted 35,000 options (representing
the accelerated annual target stock option grant for 2002).

Mr. Neely was granted 7,500 options (representing the accelerated annual target stock option grant for 2003) and a special grant of 30,000 options on june 10, 2002,
These 30,000 options vest entirely three years after the grant date.

Mr. Poirier wos granted 7,500 options (representing the accelerated annual target stock option grant for 2003) and a speciol grant of 20,000 options on june 10, 2002,
These 20,000 options vest entirely three years after the grant date.

Dr. Baggiano was granted 7,500 options (representing the acceleroted annual target stock option grant for 2003) and a special grant of 25,000 options on June 10, 2002.
On August 20, 2001, at the time of hire, 65,000 options were granted to Dr. Baggiano. All options granted to Dr. Baggiano have expired following her departure from the
Corporation,

(7) All Other Compensation includes the following payments by the Corporation:

(8

=

-- company contributions for life insurance coverage in the case of Messrs. Blouin ($1,918 in 2002), Edwards (8577 in 2002), Trudeau ($358 in 2002), Ham (8342 in
2002) and Poirier ($376 in 2002);

- company contributions under the Employee Share Purchase Plan in the case of Messrs. Blouin (85,192 in 2002), Edwards (82,350 in 2002, $5,100 in 2001 and 33,124
in 2000), Trudeau ($11,928 in 2002 and $5,885 in 2001), Ham (37,500 in 2001 and 2000) and Poirier ($8,801 in 2002 and $5,192 in 2001);

-- company contribution under the Deferred Profit Sharing Plan used for retirement purposes in 2002 in the case of Messrs. Edwards ($6,749), Trudeou (55,000),
Ham (36,793) and Poirier (36,750);

- Mr. Ham received a sales commission under a sales compensation program in 2002 ($104,500) in connection with the acquisition of the on-line mortgage processing
and closing technology tools from The Federal Home Loan Mortgage Corporation and for concluding the Visa International agreement;

~ company contributions under the 401(k) plan in the case of Mr. Neely (US$6,000 in 2002 and US$2,875 in 2001);

— payments made in 2002 to Mr. Edwards on his departure (31,520,956);

~ for Dr. Baggiano, signing bonus award of US$60,000 in 2001 ond payment made in 2002 following the termination of her employment with the Corporation
(US$75,000);

- promotion bonus of $25,000 in 2002 for Mr. Poirier; and

-- mability premiums of §80,000 in 2002, $130,000 in 2001 and $32,500 in 2000 for Mr. Ham which are intended to compensate him for increased travel out of country
attributed to his responsibilities.

in 2002, under the Employee Share Purchase Plon, executives were eligible to make a basic contribution towards the purchase of BCE Emergis common shares of up to
10 per cent of their base salaries matched by a company contribution on the first six per cent at the rate of 50 per cent of executive contributions.

These options, as well as all other options held by Dr. Baggiano, have expired since her departure from BCE Emergis.
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OPTIONS GRANTED DURING THE YEAR ENDED DECEMBER 31, 2002
The following table sets forth details of options to purchase common shares of BCE Emergis granted under the Plan to the
Named Executive Officers during the financial year ended December 31, 2002. Each option granted under the Plan covers one
common share. The Plan is described under the heading “Directors’ and Officers’ Compensation - Report on Executive
Compensation - Long-term Compensation - Stock Options” in this Circular.

OPTION/SAR GRANTS DURING THE MOST RECENTLY COMPLETED FINANCIAL YEAR

MARKET VALUE
OF SECURITIES

SECURITIES % OF TOTAL UNDERLYING

UNDER OPTIONS/SARS OPTIONS/ SARS

OPTIONS/SARS GRANTED TO EXERCISE OR ON THE

GRANTED EMPLOYEES IN BASE PRICE  DATE OF GRANT
NAME e FINANCIAL YEAR  ($/SECURITY)  ($/SECURITY) EXPIRATION DATE
Pierre J. Blouin 130,000® 3.7 $9.05 $9.05 june 10, 2008
20,0003 0.6 $9.05 $9.05 June 10, 2008
80,000® 2.3 $9.05 $9.05 june 10, 2008
W. Brian Edwards 30,000 0.9 $42.52 $42.52 January 22, 2008
Christian Trudeau 15,000 ® 0.4 $9.05 $9.05 June 10, 2008
100,000 2.8 $9.05 $9.05 June 10, 2008
Terrence M. Ham 10,000M 03 $42.52 $42.52 January 22, 2008
7,500 3 0.2 $9.05 $9.05 June 10, 2008
25,000 @ 0.7 $9.05 $9.05 fune 10, 2008
Robert A. Neely 7,500 3 0.2 $9.05 $9.05 june 10, 2008
30,000 @ 0.9 $9.05 $9.05 june 10, 2008
René Poirier 7,500 3 0.2 $9.05 $9.05 june 10, 2008
20,000® 0.6 $9.05 $9.05 fune 10, 2008
Faye S. Baggiano®©® 7,500 0.2 $9.05 $9.05 june 10, 2008
25,0004 0.7 $9.05 $9.05 june 10, 2008

(1) Options granted as part of the 2002 annual grant. Pursuant to the terms of the arrangement entered into with Mr. Edwards on his departure, 215,205 non-
vested options vested on May 13, 2002 and will remain outstanding until May 13, 2004.

(2) Mr. Blouin was granted 130,000 options upon his appointment as Chief Executive Officer.

(3) Options granted as part of an advanced grant of options representing the accelerated annual target stock option grant for 2003.

(4) Options granted as part of the special grant of options on June 10, 2002 for retention purposes and in connection with the execution of the revised business
plan. These options vest entirely three years ofter the grant date (two years in the case of Mr. Trudeau).

(5) As free standing SARs are not granted, the numbers relate solely to stock options.

(6) These options, as well as all other options held by Dr. Baggiano, have expired since her departure from BCE Emergis.



2
3
>

wand

i AT S

:
T
<
<
3

R S

3
3
5
3
i
ki

AGGREGATED OPTION EXERCISES DURING THE YEAR ENDED DECEMBER 31, 2002 AND FINANCIAL YEAR-END

OPTION VALUES

The following table summarizes, for each of the Named Executive Officers, (a) the number of stock options, if any, exercised
during the year ended December 31, 2002, (b) the aggregate value realized upon exercise, which is the difference between the
market value of the underlying shares on the exercise date and the exercise or base price of the option, (c) the total number of
unexercised options, if any, held at December 31, 2002 and (d) the aggregate value of unexercised in-the-money options at
financial year-end, which is the difference between the exercise or base price of the options and the market value of the com-
mon shares on December 31, 2002, which was $7.47 per share. The aggregate values indicated with respect to unexercised in-
the-money options at financial year-end have not been, and may never be, realized. These options have not been, and may
never be exercised, and actual gains, if any, on exercise will depend on the value of the Corporation’s common shares on the
date of exercise. There can be no assurance that these values will be realized.

AGGREGATED OPTION/SAR EXERCISES DURING THE MOST RECENTLY COMPLETED
FINANCIAL YEAR AND FINANCIAL YEAR-END OPTION/SAR VALUES

VALUE OF UNEXERCISED

UNEXERCISED OPTIONS/SARS IN-THE-MONEY OPTIONS/SARS
SECURITIES  AGGREGATE AT FINANCIAL YEAR-END AT FINANCIAL YEAR-END
ACQUIRED VALUE #) %
ON EXERCISE REALIZED

NAME (#) %) EXERCISABLE  UNEXERCISABLE EXERCISABLE  UNEXERCISABLE
Pierre }. Blouin 0 0 0 230,000 0 0
W. Brian Edwards 0 0 277,705% 0 0 0
Christian Trudeau 0 0 142,100 245,000 0 0
Terrence M. Ham 0 0 40,000 97,500 0 0
Robert A. Neely 0 0 0 62,500 0 0
René Poirier 0 0 75,000 80,000 0 0

(1) These options will expire on May 13, 2004 in accordance with the terms of the arrangement entered into with Mr. Edwards upon his departure.

PENSION ARRANGEMENTS

As an executive of a subsidiary of BCE Inc., Mr. Blouin continues to participate in the non-contributory defined benefit pen-
sion plan of BCE Inc. (the “BCE Pension Plan”). In addition, Mr. Blouin is covered by a supplementary executive retirement
agreement (the “SERP”) with BCE Inc. The following table shows estimated annual pension benefits payable, under the
BCE Pension Plan and the SERP, upon retirement at age 65, to a participant in specified average earnings and years of service
classifications. In no case may a participant receive under the BCE Pension Plan and the SERP an annual aggregate pension
benefit from BCE Inc. in excess of 70 per cent of average pensionable earnings. The other Named Executive Officers do not
participate in defined benefit pension plans. Mr. Neely participates in a company sponsored U.S. 401(k) plan pursuant to
which employee contributions are matched by company contributions, 100 per cent for the first U.S. $1,000 and 50 per cent
for the remainder of employee contributions, which cannot exceed 10 per cent of their base salary or U.S. $12,000, which-

ever is greater. The company contributions are shown under “All Other Compensation” in the Summary Compensation
Table in this circular.
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PENSION PLAN TABLE

PENSIONABLE PENSIONABLE YEARS OF SERVICE

EARNINGS ($) 20 25 30 35 40
500,000 164,500 202,700 240,900 279,100 313,400
700,000 232,500 286,500 340,500 394,500 443,000
900,000 300,500 370,300 440,100 509,900 572,600

1,100,000 368,500 454,100 539,700 625,300 702,200

1,300,000 436,500 537,900 639,300 740,700 831,800

Benefits shown above are not subject to any deductions for government benefits or other offset amounts. The benefits are
partially indexed annually to increases in the Consumer Price Index but in no case shall indexation exceed four per cent.
The following describes the pensions payable to a participant under the BCE Pension Plan, as supplemented by the SERP:

1. Pensions are based on pensionable service and the one-year average of the best consecutive 36 months of pensionable
earnings. Pensionable earnings include salary and short-term incentive awards, up to the target. The inclusion of such
awards is subject to a maximum limit.

2. A participant is credited with 1.5 years of pensionable service for each year of service as an officer of BCE Inc. or of a sub-
sidiary or associated company of BCE Inc.

3. Pensions are payable for life with a spousal survivor benefit entitlement of approximately 60 per cent of the pension
payable to the participant.

4. A retirement allowance equal to one year’s base salary is payable at time of retirement. This amount is not included in
computing the participant’s pensionable earnings.

5. A participant generally becomes eligible to SERP benefits upon reaching: (i) age 55 or more and the sum of age and serv-
ice equals or exceeds 85; (ii) age 60 or more and the sum of age and service equals or exceeds 80; or (iii) age 65 and 15 years
of service. For purposes of this paragraph (5), service excludes the additional 0.5 year of pensionable service credited for
each year of service as an officer.

6. For purposes of computing his total retirement benefits, as of December 31, 2002, Mr. Blouin had 20.3 years of pension-
able service.

EMPLOYMENT AGREEMENTS AND CHANGE OF CONTROL AGREEMENTS

We are a party to agreements with Mr. Ham and Mr. Neely governing severance in the event of any future termination of
such executives’ employment. The terms governing any future termination of Mr. Blouin’s employment with BCE Emergis are
included in an arrangement that he has with BCE Inc.

Pursuant to the material terms of Mr. Blouin's arrangement with BCE Inc., in the event of termination of his employment
with BCE Emergis without cause, Mr. Blouin would be entitled to receive from BCE Inc. a severance payment based on two
times his base salary plus two times the average of the best two annual bonus awards in the last four years prior to termina-
tion, unless he is offered a similar position within the BCE Inc. group of companies.
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Pursuant to the material terms of Mr. Ham'’s agreement, in the event of termination of his employment without cause,
Mr. Ham will receive, in addition to accrued base salary, vacation pay and short-term incentive awards earned but not paid,
an indemnity in lieu of notice equal to a multiple of his monthly salary. This multiple is the sum of the remaining number of
months within the calendar year of termination of employment plus an additional 12 months. Mr. Ham will continue to
accrue all benefits that would normally have accrued during such period. The agreement also provides for continuation of
vesting of all options granted to Mr. Ham during such period.

Pursuant to the material terms of Mr. Neely’s agreement, in the event of termination of his employment without cause,
Mr. Neely will receive, in addition to accrued salary, bonus, incentive compensation and unreimbursed expenses, an amount

equal to his annual base salary multiplied by 0.50 and he will continue to receive medical benefits for a period of six months
or until he obtains other employment, whichever is sooner.

COMPENSATION OF DIRECTORS
2002 COMPENSATION

In 2002, the compensation of Directors who are not officers or employees of BCE Emergis or of any of its affiliates™ (the
“Eligible Directors”) who were elected for the first time on or after May 1, 1999 @ consisted of:

Annual Board Retainer $20,000
Annual Committee Retainer , $ 1,000
Annual Committee Chairperson Retainer $ 2,000
Board and Committee Attendance Fees *) $ 500

(1) Messrs. Michael J. Sabia and William D. Anderson are officers of BCE Inc. and Pierre |. Blouin is an officer of BCE Emergis, and as such they are not entitled to
compensation as Directors.

(2) Directors first elected prior to May 1, 1999 were granted stock options under our Stock Option Plan. Until October 23, 2002, they did not receive the fees
described above. Since October 23, 2002, they have been receiving Attendance Fees and since January 1, 2003, they are also entitled to the Board, Committee
Retainer and Committe Chairperson Retainer Fees (see 2003 Compensation below).

(3) This amount includes the Annual Committee Retainer.

(4) This is a fee per meeting. Effective October 23, 2002, ail Eligible Directors are entitled to Attendance Fees in the amount of $1,000 for meetings of the Board
and of the HRCGC and Attendance Fees in the amount of $1,500 for meetings of the Audit Committee and any ad hoc committee created to review related-
party transactions or other transactions.

DIRECTORS' SHARE UNIT PLAN

So as to align more closely the interests of our Directors with those of our shareholders, since October 1, 1999, the fees
payable to Eligible Directors, other than attendance fees, have been paid in the form of share units under the BCE Emergis Inc.
Share Unit Plan for Non-Employee Directors (1999) (the “Share Unit Plan”). Directors may also elect to receive the attendance
fees in the form of share units. Under the Share Unit Plan, each quarter, a number of share units equal to the number of shares
that could be purchased on the open market for a dollar amount equal to the applicable fees payable for such quarter is cred-
ited to the account maintained for each Eligible Director. No shares are purchased on the open market until such time as a
Director ceases to be a member of the Board of Directors. Following the cessation of Board service, the Corporation causes to
be purchased on the open market a number of our common shares equal to the Director’s credit balance under the Share Unit
Plan after remittance of applicable withholding taxes and such shares are then delivered to the Director.

D..1Q
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STOCK OPTIONS

The Board adopted a policy in 2001 with respect to the grant of options to Directors pursuant to which a maximum of
25,000 options could be granted to a Director upon his or her joining the Board and thereafter, up to 5,000 options per year
could be granted. No options were granted to Directors in 2002. On December 17, 2002, the Board rescinded the 2001 policy
and decided that no grants of options would thereafter be made to Directors and that the Plan would be amended according-
ly. Two Directors still hold stock options that were granted in 1998.

MINIMUM SHARE OWNERSHIP GUIDELINES
Under Share Ownership Guidelines adopted by the Board on December 17, 2002, Directors will be required to own or hold,

within three years from their election to the Board, BCE Emergis common shares or share units having a value of $60,000,
equivalent to three times the annual Board retainer fee.

2003 COMPENSATION
In 2002, the Board undertook a comprehensive review of compensation arrangements for Directors. To better reflect the
risks and responsibilities in being an effective Director, the following compensation arrangements were approved by the

Board, to take effect on January 1, 2003, except for the revised Board and committee attendance fees which took effect on
October 23, 2002:

Annual Board Retainer $20,000
Annual Audit Committee and HRCGC Retainer $ 1,000
Annual HRCGC Chairperson Retainer $ 4,000
Annual Audit Committee Chairperson Retainer $20,000
Board and HRCGC Attendance Fees $ 1,000
Audit and ad hoc Committees Attendance Fees $ 1,500

(1) The Annual Audit Committee and HRCGC Chairperson Retainer Fees include the Annual Committee Retainer Fees.
(2) If a Director resides more than 1,000 km away from Montréal, travel fees of §1,000 per meeting are paid in addition to reimbursement of travel expenses.

(3) The Annual Beard Retainer will be poid in share units until the Director’s minimum share ownership level is attained. Once it is attained, the Director may elect
to continue to receive the Annual Board Retainer in share units. All other fees are paid in cash unfess the Director elects to be paid these fees in the form of share
units.

(4) Directors are no longer entitled to stock options.

P--20
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STATEMENT OF CORPORATE GOVERNANCE PRACTICES

We seek to attain high standards of corporate governance. The Board of Directors has carefully considered the corporate
governance guidelines adopted by the TSX and believes that we are well aligned with such guidelines. The TSX has published
proposed amendments to its current corporate governance guidelines in the spring of 2002 which have not yet been formal-
ly implemented by the TSX as of the date hereof. In November 2002, the TSX circulated a further set of proposed amended
corporate governance guidelines. Once they are adopted, the Board will reassess our corporate governance practices and make
any necessary changes. A description of our corporate governance practices is set out below.

TSX CORPORATE

GOVERNANCE GUIDELINE DO WE ALIGN? OUR CORPORATE GOVERNANCE PRACTICES

1. The Board should explicitly =~ Yes  The Board has overall responsibility for the management and supervision of
assume responsibility for our our affairs. The Board has established an administrative procedure which pre-
stewardship, and specifically scribes the rules governing the approval of transactions carried out in the
for: course of our operations, the delegation of authority and the execution of

documents on our behalf. For instance, the appointment of officers as well
as the authorization of investments and expenditures above a certain dollar
threshold are subject to review and approval by the Board.

a. the adoption of a strategic Yes The Board’s duties include review and approval of our corporate strategy. One
planning process or more meetings of the Board are held every year for substantive strategic
planning sessions. In a subsequent meeting, the Board reviews and approves
a business plan and annual budget reflecting the strategy. In addition, key
objectives of the strategy as well as quantifiable financial targets from the
business plan and annual budget are incorporated into an annual manage-
ment mandate (the “Corporate Mandate”) approved at a Board meeting
early in the year.

risks, and implementing risk
management systems

. the succession planning,

appointing, training and
monitoring of senior manage-
ment

Yes

b. theidentification of principal ~ Yes  The Board, through its Audit Committee, reviews the principal risks affecting

our business and the implementation of appropriate systems to manage such
risks.

As part of its mandate, the Board focuses on the integrity, quality and conti-
nuity of management required to attain our corporate goals. The HRCGC
reviews and reports periodically to the Board on succession planning, on offi-
cer appointments and development and annually on the performance of
management in relation to the Corporate Mandate. Annually, the HRCGC
measures management’s performance and compensation against the com-
bined set of objectives comprised in the Corporate Mandate.
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TSX CORPORATE
GOVERNANCE GUIDELINE

DO WE ALIGN?

OUR CORPORATE GOVERNANCE PRACTICES

d. the communications policy

e. theintegrity of internal control

and management information
systems

Yes

Yes

The Board reviews periodically the communications strategy addressing
communications with shareholders, financial analysts, employees and the
media. Procedures for receiving feedback from shareholders have also been
developed. For instance, in addition to the annual meeting, lines of commu-
nication (meetings, conferences, press releases and quarterly conference calls)
have been established with the investment community and the media to
explain our results and corporate strategy as well as to answer questions. We
have toll free numbers for shareholder enquiries and investor relations
(1 866 363-7447) and general enquiries (1 888 709-8759). In addition,
we present detailed information on our business on our website
(www.emergis.com). The Board has also approved a Disclosure Policy to
ensure that our communications to the investment community, the media
and the general public are timely, factual and accurate, and broadly dissemi-
nated, in accordance with applicable legal requirements.

The Board, through its Audit Committee and in consultation with our exter-
nal and internal auditors, considers and reviews the integrity of our financial
reporting processes, both internal and external, and the adequacy of our
internal controls, including computerized systems controls and security.

. A majority of Directors should

be unrelated (independent of
management and free from any
interest and any business or
other relationship which could,
or could reasonably be per-
ceived to, materially interfere
with the Director’s ability to act
with a view to our best interests,
other than interests and rela-
tionships arising solely from
shareholding)

Yes

Currently, only one of the nine persons proposed for election to the Board
in this Circular is a related Director pursuant to the TSX corporate gover-
nance guidelines, namely Mr. Pierre J. Blouin who is our Chief Executive
Officer. Accordingly, eight out of nine Directors are unrelated Directors. In
addition, five Directors are considered by the Board as independent from our
significant shareholder, BCE Inc., which owns approximately 65 per cent of
our outstanding shares. They are Messrs. Pierre Ducros, Daniel Johnson,
Robert Kearney, J. Spencer Lanthier and C. Wesley M. Scott. Messts. Michael
J. Sabia and William D. Anderson are officers of BCE Inc. whereas Mr. John
H. McArthur is a non-executive director of BCE Inc. There is therefore fair
representation on the Board for shareholders other than BCE Inc.

n__1n



GOVERNANCE GUIDELINE

OUR CORPORATE GOVERNANCE PRACTICES

3. Disclose for each Director
whether he is related, and how
that conclusion was reached

3
L2

Pierre]. Blouin
Related - he is our Chief Executive Officer.

Messrs. Michael J. Sabia and William D. Anderson are officers of BCE Inc., our
majority shareholder. The TSX guidelines recognize that interests and rela-
tionship relating solely from shareholding do not make a Director a “related”
Director. Mr. Sabia is also an officer and director of Bell Canada, a major sup-
plier to, and customer of, the Corporation. Mr. Johnson is a lawyer with
McCarthy Tétrault, a law firm which has provided legal services to the Cor-
poration in the last year.

In reviewing the status of Directors as unrelated under the TSX corporate gov-
ernance guidelines, and in light of the concept of independence for Directors
who are service providers or employees/officers of service providers to the
issuer proposed by the New York Stock Exchange, the Board of Directors has
concluded that a Director’s ability to act with a view to our best interests, and
to thereby qualify as an “unrelated Director” would not be impaired as a
result of such Director:

* being an executive officer of another company that does business
with the Corporation or its subsidiaries, provided annual sales to, or
purchases from, the Corporation and its subsidiaries are not material
to the company he or she serves as an executive officer; or

» being a partner or executive officer of an entity that provides con-
sulting, legal or financial advisory services to the Corporation or its
subsidiaries, provided annual fees for such services received from the
Corporation and its subsidiaries are not material to such entity.

On this basis, Messrs. Michael J. Sabia, William D. Anderson and Daniel
Johnson are considered as unrelated Directors.

However, as mentioned above, Messts. Sabia and Anderson, being officers of
BCE Inc., and Mr. McArthur being a non-executive director of BCE Inc. are
not independent of our significant shareholder, BCE Inc.

None of Messrs. Pierre Ducros, Robert Kearney, J. Spencer Lanthier, John H.
McArthur and C. Wesley M. Scott, or their associates, have:

» worked for BCE Emergis or its subsidiaries;

+ contracts with BCE Emergis or its subsidiaries or are executive offi-
cers or partners of entities that do business with BCE Emergis or its
subsidiaries; or

* received remuneration from BCE Emergis or its subsidiaries (other
than Directors’ fees);

they are therefore unrelated Directors. Mr. Scott was, until March 1, 2001,
Chief Corporate Officer of BCE Inc. and a director of Bell Canada.
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pensation of Directors in light
of risks and responsibilities

4.a. Appoint a Committee of  Yes The mandate of the HRCGC includes evaluating, considering and making
Directors responsible for pro- recommendations to the Board with respect to new candidates for election
posing to the full Board new or appointment to the Board. A formal process took place in 2002, led by the
nominees to the Board and HRCGC, to identify a new candidate for election to the Board. The HRCGC
for assessing Directors on an also undertakes periodic surveys of Directors to allow each Director to assess
ongoing basis the effectiveness of the Board and its Committees as well as to appraise his

own participation on the Board.
b.Composed exclusively of  Yes  The HRCGC is composed of four outside and unrelated Directors, three of
outside (non-management) whom are Directors independent from our significant shareholder.
Directors, the majority of
whom are unrelated

5. Implement a process forassess-  Yes ~ The HRCGCundertakes a periodic survey of Directors to allow each Director
ing the effectiveness of the to assess the effectiveness of the Board and of its Committees as well as to
Board, its Committees and indi- appraise his own participation on the Board. The HRCGC reports to the
vidual Directors Board on the results of the survey.

6. Provide orientationandeduca-  Yes  An orientation program is in place for new Board members. In particular,
tion programs for new Directors upon joining the Board, Directors are given the opportunity to meet with

members of senior management to familiarize themselves with our business
and are provided with material about our strategy, our operations and our
policies.

7. Consider reducing the size of  Yes The Board is of the view that its current size (nine members as of March 19,
the Board, with a view to 2003) is well suited to our circumstances and allows for the efficient func-
improving effectiveness tioning of the Board as a decision-making body.

8. The Board should review com-  Yes ~ The HRCGC conducts a periodic review of Directors’ remuneration for Board

and Committee service in relation to current norms, and recommends any
change for Board approval. In 2002, in part to address the risks and respon-
sibilities involved in being an effective Director, the HRCGC conducted a
thorough review of our outside Directors’ compensation arrangements, cul-
minating in the adoption of a new compensation arrangement for such
Directors. See “Directors’ and Officers’ Remuneration - Compensation of
Directors” in this Circular for particulars.
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TSX CORPORATE

GOVERNANCE GUIDELINE DO WE ALIGN?

OUR CORPORATE GOVERNANCE PRACTICES

9. The Committees of the Board Yes
should generally be composed
of outside (non-management)
Directors, a majority of whom
are unrelated Directors

The Audit Committee is currently composed of six outside and unrelated
Directors, four of whom are Directors independent from our significant
shareholder. All members are financially literate and at least two members
have accounting or related financial experience.

For the HRCGC's composition, see item 4(b) above.

10.The Board should expressly Yes
assume responsibility for, or
assign to a committee the gen-
eral responsibility for, the
approach to corporate gover-
nance issues

The HRCGC is responsible for developing and monitoring our approach to
governance issues, on which it reports to the Board periodically, and for our
response to the TSX’s governance guidelines.

11.a.Define limits to management’s Yes
responsibilities by developing
mandates for the Board and
the CEO

b.The Board should approve  Yes
the CEO's corporate objec-
tives

The respective roles of the Board and of the Chief Executive Officer are set
out in our Schedule of Authorities which lists all transactions that management
is authorized to carry out without necessitating specific Board approval. All
corporate action that is not specifically authorized under the Schedule of
Authorities requires approval by the Board.

The corporate objectives for which the Chief Executive Officer has responsi-
bility are set forth annually in the Corporate Mandate which is approved by
the Board early in the first quarter of each year. The achievement of the objec-
tives is assessed annually by the Board on the basis of strategic business
objectives and quantifiable financial targets incorporated in the Corporate
Mandate.

12.Establish procedures to enable Yes
the Board to function inde-
pendently of management

The Board has a separate, non-executive Chairman and only one Director is
a member of Management. The Chairman has responsibility to ensure that
the Board can function independently of Management. In addition, Direc-
tors can add items to Board agendas which are distributed in advance of
meetings and agendas for Committee meetings are under the responsibility
of the chairperson of such Committees. Furthermore, it is the HRCGC's prac-
tice to reserve time for meeting without Management at each of its meetings.
In addition, the Board meets without the Chief Executive Officer when his
performance and compensation are discussed and, finally, there is a process
by which feedback is solicited from Directors on how the Board can operate
more effectively.

n..nc
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TSX CORPORATE

GOVERNANCE GUIDELINE DO WE ALIGN? OUR CORPORATE GOVERNANCE PRACTICES

13.a. Establishan Audit Committee ~ Yes  The Board has approved a mandate for the Audit Committee and such man-
with a specifically defined date is reviewed annually. The Audit Committee reviews, reports and, where
mandate appropriate, provides recommendations to the Board on: the annual and

interim consolidated financial statements and the integrity of the financial
reporting processes of the Corporation; the adequacy of the Corporation’s
processes for identifying and managing risk; the adequacy of its internal con-
trols; the adequacy of its process for complying with laws and regulations;
the appropriateness of, and compliance with, the policies and practices of
the Corporation relating to business ethics, including the Code of Business
Conduct; the appointment, terms of engagement, independence, proposed
fees and performance of the shareholders’ auditor and internal auditor; and
the administration of the retirement benefit programs. The Audit Committee
has direct communication channels with the internal and external auditors
to discuss and review specific issues as appropriate.

b. all members should benon-  Yes  The Audit Committee is only composed of non-management or outside
management Directors Directors.

14. Implement a systemtoenable  Yes  Inperforming its responsibilities, the Board, a Committee of the Board or an
individual Directors to engage individual Director may, as required, and, in the case of an individual Direc-
outside advisers, at our expense tor, subject to the approval of the Chairman of the HRCGC, engage an

outside adviser at our expense.

DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE

Directors’ and Officers’ liability insurance in the aggregate amount of U.S. $280 million (approximately Cdn. $446 million)
is purchased for the protection of all the directors and officers of BCE Inc., its subsidiaries (including BCE Emergis) and certain
of its associated companies against liability incurred by such directors and officers. In 2002, the aggregate amount charged
against earnings by BCE Emergis for its portion of the premium paid in respect of its Directors and officers as a group was
U.S. $23,728 (approximately Cdn. $37,015). In any case in which BCE Emergis is not permitted by law to reimburse the
insured, the deductible is nil. Where BCE Emergis is permitted to reimburse the insured, the deductible is U.S. $300,000
(approximately Cdn. $450,000) per event.

INTEREST OF INSIDERS AND OTHER PERSONS IN MATERIAL TRANSACTIONS

Except as disclosed in the accompanying 2002 Annual Report (which includes our audited consolidated financial state-
ments for the financial year ended December 31, 2002) and in our Annual Information Form dated May 15, 2002, we are not
aware that any of the Directors, officers, nominees for election as Directors, other insiders of the Corporation or any persons
associated or otherwise related to any of them has had an interest in any material transaction carried out since the beginning
of the Corporation’s last completed fiscal year and which has materially affected or is likely to materially affect the
Corporation.
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2004 SHAREHOLDER PROPOSALS
Shareholder proposals must be submitted no later than December 22, 2003 to be considered for inclusion in next year’s
Management Proxy Circular for the purposes of our 2004 Annual Meeting of shareholders.

ADDITIONAL INFORMATION

Copies of our latest annual information form, latest audited financial statements, interim financial statements filed since
the date of the latest audited financial statements, and latest management proxy circular may be obtained upon request.
Requests should be addressed to the Corporate Secretary at 1155 René-Lévesque Blvd. West, Suite 2200, Montréal, Québec
H3B 4T3 (telephone: (514) 868-2200 or 1 888 206-5116; facsimile: (514) 868-2344).

APPROVAL OF CIRCULAR

I, the undersigned, Executive Vice-President, Law and Corporate Secretary of BCE Emergis Inc., hereby certify that the contents
of this Management Proxy Circular and the sending thereof to each shareholder entitled to receive notice of and vote at the
Meeting, to each Director, to the auditors of BCE Emergis and to the appropriate governmental agencies were approved by the
Board of Directors on March 20, 2003.

/W‘/"‘% Maiecin
Monique Mercier

Executive Vice-President, Law and
Corporate Secretary
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MATERIAL CHANGE REPORT

Section 75 of the Securities Act (Ontario)
Section 85 of the Securities Act (British Columbia)
Section 146 of the Securities Act (Alberta)
Section 84 of The Securities Act, 1988 (Saskatchewan)
Section 81 of the Securities Act (Nova Scotia)
Section 76 of The Securities Act, 1990 (Newfoundland)

ITEM 1: REPORTING ISSUER

The name of the reporting issuer is BCE Emergis inc. ("BCE Emergis”}, the head office of
which is located at 1155 René-Lévesque Bivd. West, Suite 2200, Montréal, (Québec) H3B

4T3

ITEM 2: DATE OF MATERIAL CHANGE
May 14, 2003

ITEM 3: PRESS RELEASE

A press release announcing the material change was issued by BCE Emergis on May 7,
2003 in Montreal, Québec. A copy of the press release is annexed hereto and forms an
integral part hereof.

ITEM 4: SUMMARY OF MATERIAL CHANGE
On May 7, 2003, BCE Emergis announced the resignation of Pierre Blouin as Chief
Executive Officer of BCE Emergis and the appointment of Tony Gaffney as Chief Executive
Officer, effective May 14, 2003.

ITEM 5: FULL DESCRIPTION OF MATERIAL CHANGE
On May 7, 2003, BCE Emergis announced the resignation of Pierre Blouin as Chief
Executive Officer of BCE Emergis and the appointment of Tony Gaffney as Chief Executive
Officer, effective May 14, 2003. Mr. Gaffney will be appointed to the BCE Emergis Board of
Directors at its next regularly scheduled meeting

ITEM 6: RELIANCE/CONFIDENTIAL

Not applicable.
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ITEM 7: OMITTED INFORMATION

Not applicable.

ITEM 8: SENIOR OFFICER

Monique Mercier
Executive Vice President, Law and Corporate Secretary
(514) 868-2351

ITEM 9: STATEMENT OF SENIOR OFFICER
The foregoing accurately discloses the material change referred to herein.

DATED this 16" day of May 2003.
BCE EMERGIS INC.

(s) John Sypnowich

John Sypnowich
Assistant Corporate Secretary
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Emergis

Tony Gaffney takes over the heim at BCE Emergis
as Pierre Blouin assumes leadership of Bell Canada’s consumer business

Montréal (Québec) Canada, May 7, 2003 — The BCE Emergis Board of Directors is pleased to
announce the appointment of Tony Gaffney as Chief Executive Officer of BCE Emergis. Gaffney, who
assumes his new position on May 14, is currently President and Chief Executive Officer of Bell Nexxia.
Pierre Blouin, the company’s current CEO, has accepted the position of Group President—Consumer
Markets at Bell Canada. Gaffney will be appointed to the BCE Emergis Board of Directors at its next
regularly scheduled meeting.

Under Blouin’s leadership, BCE Emergis undertook an exhaustive review of its operations, exiting a
number of non-strategic businesses and redefining its business strategy, which has led the company to
three straight quarters of profitability, since the second half of 2002.

Speaking on behalf of the Board, Chairman Michael Sabia stated, “Pierre has made BCE Emergis a
profitable company and one more focused on customer service and execution since he joined last May. The
hard work Pierre, President and COO Christian Trudeau and all BCE Emergis employees have put into the
company’s turnaround is paying off.”

A seasoned IT and eBusiness professional with more than 20 years of experience, Tony Gaffney joined
Bell Nexxia in 2002. As President and CEO, Gaffney was responsible for redefining Bell Nexxia’s
enterprise solutions strategy and implementing a more customer-centric business model. Prior to joining
Bell Nexxia, Gaffney served in leadership positions with Andersen Consulting (Accenture), SHL
Systemhouse Inc. and MCI Telecommunications.

With a proven track record in the enterprise solutions and outsourcing business as well as a broad range of
industry consulting and solutions experience on an international scale, Gaffney is well positioned to take
over the helm at BCE Emergis. He holds an engineering degree and an MA from Trinity College in Dublin,
Ireland.

About BCE Emergis
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BCE Emergis is a leading North American eBusiness company enabling specialized transaction processes
for the health and finance sectors. BCE Emergis supplies eBusiness solutions to the financial services and
health industries in North America, automating transactions between companies and allowing them to
interact and transact electronically. The Company also provides cost containment services for medical
claims, mainly through its preferred provider network. Its leading technologies are centred on claims and
loan-related document processing, electronic bill presentment and payment solutions.

BCE Emergis customers include 14 leading North American health insurers, three of the top five U.S.
banks, the top six Canadian banks and a number of North America's largest enterprises. The Company's
shares (TSX: IFM) are included in the S&P/TSX Composite Index.

For more information, visit the company’s web site at www.emergis.com.

This news release contains forward-looking statements, which are subject to a number of risks, uncertainties and assumptions. Actual results and
events may vary significantly. Factors which could cause actual results or events to differ materially from current expectations include, among
other things: the ability of the Company’s strategies to produce the expected benefits and growth prospects; the uncertainty of the Canadian and
U.S. economies; fluctuations in the currency exchange rates between the Canadian and U.S. doliar; the extent of the adoption of eBusiness; the
adoption rate of our solutions by our customers and their channel partners; the Company’s ability to respond to the industry’s rapid pace of change;
competition; the ability of the Company to continue to grow its revenues; the volatility of the Company’s quarterly operating results; the ability of
the Company to manage and expand its U.S. operations; the ability of the Company to integrate acquisitions; the Company’s reliance on strategic
relationships, including its relationship with BCE Inc.; the Company’s dependence on contracting medical service providers and the risk of
professional liability relating to its medical management services; the possibility of defects in software or failures in the processing of transactions;
the possibility of security and privacy breaches; the ability of the Company to attract and retain highly trained personnel; the ability of the
Company to develop and maintain its intellectual property; the risk of intellectual property infringement claims against the Company; the integrity
of public key cryptology technology used by the Company; and the risk of increased government regulation of the Company’s operations. For
additional information with respect to certain of these and other factors, see the Annual Information Form and Annual Report (Management
Discussion and Analysis) of the Company filed with Canadian securities commissions.

THE FORWARD-LOOKING STATEMENTS CONTAINED IN THIS PRESS RELEASE REPRESENT BCE EMERGIS EXPECTATIONS AS
AT MAY 7, 2003 AND, ACCORDINGLY, ARE SUBJECT TO CHANGE AFTER SUCH DATE. HOWEVER BCE EMERGIS DISCLAIMS
ANY INTENTION OR OBLIGATION TO UPDATE OR REVISE ANY FORWARD-LOOKING STATEMENTS, WHETHER AS A RESULT OF
NEW INFORMATION, FUTURE EVENTS OR OTHERWISE.

- 30-
For additional information:
Anna di Giorgio John Gutpell
Corporate Communications Investor Relations
(514) 868-2358 (514) 868-2232
anna.digiorgio@emergis.com john.gutpell@emergis.com
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ANNUAL INFORMATION FORM

for the year ended
December 31, 2002

May 7, 2003

Unless otherwise indicated, the information contained in this
annual information form is given as at December 31, 2002
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Certain of the BCE Emergis Inc. product and service names mentioned in this document are
registered trade-marks of BCE Emergis Inc. a BCE Inc. or trademarks for which BCE

Emergis Inc. or BCE Inc. have filed applications for registration. This document also
includes references to trademarks, products, services or company names of other

corporations. BCE Emergis is a trade-mark of BCE Inc. used under license.

All dollar amounts in this document refer to Canadian dollars, unless otherwise stated.



ITEM 1. CORPORATE STRUCTURE

1.1

1.2

Name and incorporation

BCE Emergis Inc. is a leading North American eBusiness company enabling specialized
transaction processes for the financial services and health sectors. We supply solutions to
businesses that automate transactions between companies and allow them to interact and
transact electronically. We also provide cost containment services for medical claims
mainly through our preferred provider network. Our leading technologies are centred on
claims and loan-related document processing, electronic bill presentment and payment
solutions. Our customers include North American banks and insurance companies.

BCE Emergis Inc. was incorporated under the Canada Business Corporations Act on
December 11, 1986."

BCE Emergis Inc. and its subsidiaries are referred to herein as collectively “BCE Emergis”,
“WC” Or ‘Gus7’.

Intercorporate relationships

As at December 31, 2002, we had two principal active subsidiaries: BCE Emergis
Technologies, Inc. and BCE Emergis Corporation. BCE Emergis Technologies, Inc. and its
subsidiaries (“Emergis Technologies”) provide invoice presentment and payment, and
mortgage processing solutions. BCE Emergis Corporation and its subsidiaries (“US Health
Corp.”) provide medical cost containment services and claims processing to health care
payors in the United States. Emergis Technologies and US Health Corp. are wholly owned
subsidiaries of BCE Emergis US Holdings Inc. and are governed by the laws of the State of
Delaware. BCE Emergis US Holdings Inc. is a wholly owned subsidiary of BCE Emergis
Inc. and is also governed by the laws of the State of Delaware.

The authorized capital of BCE Emergis consists of an unlimited number of common shares
without nominal value, of which 101,896,418 shares of BCE Emergis (the ‘Shares’) were
issued and outstanding as at December 31, 2002, and an unlimited number of preferred
shares issuable in series, none of which are issued.

BCE Inc. (“BCE”), Canada’s largest communications company, is our principal shareholder,
which as at December 31, 2002 held, directly and indirectly, 64.68% of the outstanding
Shares. '

lOur Articles of Incorporation were amended on June 2, 1987, October 13, 1987, October 17, 1988, November 10, 1988, May 22, 1991, December 9,
1991, January 19, 1994, January 21, 1999, May 15, 2000 and June 11, 2002 to delete private company restrictions, to increase the minimum number of
directors, to amend and consolidate our capital, to change our name and the location of our registered office, to permit our directors to fill vacancies
on our Board of Directors, and to allow our annual meeting of shareholders to be held outside of Canada. On October 29, 1991, we amalgamated with
a wholly owned subsidiary, 172927 Canada Inc. On August 29, 1998, we amalgamated with two other wholly owned subsidiaries, MPACT Immedia
Inc. and Information Service Dissemination Network Limited and on January 21, 1999, we, until then known as MPACT Immedia Corporation,
changed our name to BCE Emergis Inc. On January 1, 2000, we amalgamated with two other wholly owned subsidiaries, Assure Health Inc. and
SNS/Assure Corp.



ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS

2.1

History of the corporation
The key events in the development of BCE Emergis are as follows.

€)) Incorporation of MPACT Immedia Inc.

In September 1988, MPACT Immedia Inc. was incorporated to provide electronic
messaging services. In May 1991, the shares of MPACT Immedia Inc. were purchased by
way of reverse takeover by MPACT Immedia Corporation, which was then listed on the
Alberta Stock Exchange. In 1992, the Shares were listed on The Montreal Exchange, and in
1996, the Shares were listed on The Toronto Stock Exchange. MPACT Immedia Inc. was
amalgamated with MPACT Immedia Corporation in August 1998. In January 1999,
MPACT Immedia Corporation changed its name to BCE Emergis Inc.

(2) The Bell Canada transaction

On July 31, 1998, we entered into an agreement with Bell Canada, a subsidiary of BCE (the
“EBS Agreement”) pursuant to which: (i) we acquired the material contracts, intellectual
property and customer lists of the electronic business solutions (“EBS”) operations of Bell
Canada, which involved connectivity, eBusiness technologies and payment solutions; and
(ii) we were paid $67.5 million in cash. In exchange for the acquisition and cash payment,
we issued to Bell Canada 48,248,843 Shares, which represented immediately after such
issuance 65% of the issued and outstanding Shares on a fully diluted basis. Through this
transaction, we greatly increased our revenues, broadened our product suite and extended
our market reach. Bell Canada also became our majority shareholder and a major
distribution channel for our products.

The transaction was completed and became effective after the close of business on August
31, 1998 (the “EBS Closing Date”). Bell Canada transferred to BCE the Shares it acquired
on May 31, 1999.

Under the EBS Agreement, we agreed, from and after the EBS Closing Date, not to issue
any Shares or securities convertible into Shares (the ‘Offered Securities™) unless the Offered
Securities were first offered to Bell Canada which has a pre-emptive right to acquire, subject
to regulatory approval, the Offered Securities in proportion to its then holding of Shares, at
such price and on such terms as the Offered Securities are to be offered to others. This right
of Bell Canada does not apply to any issuance of Shares under our Share option plan or
pursuant to warrants, options or rights of BCE Emergis outstanding as at the EBS Closing
Date. Bell Canada transferred this right to BCE on May 31, 1999.

Under the EBS Agreement, we were given a preferred supplier status that was, in 1999,
enhanced to increase its scope and duration (see Section 3.4 “Strategic business units™
“Canada business unit” - “Bell Canada distribution channel”).



3) The SNS and Assure Health transactions

Pursuant to agreements dated September 21, 1999, we acquired on November 1, 1999 all of
the outstanding common shares of SNS/Assure Corp. (“SNS”) and Assure Health Inc.
(“Assure Health”). SNS and Assure Health were amalgamated with BCE Emergis on
January 1, 2000. SNS and Assure Health provided electronic commerce transaction
solutions principally to the health insurance, financial services and cargo transportation
sectors. Their products and services included credit and debit card processing, secure
payment processing, network support services, adjudication of health claims, EDI, and
workflow and document management. The transaction was our entrance into the Canadian
health market and was intended to augment our product offerings and customer base in
North America, position us as an eBusiness leader in the health insurance industry sector,
and strengthen our position in the financial market. Through the transaction, we acquired
products and services designed for the Canadian health sector and certain products and
services designed for the financial services sector, we acquired access to a large number of
Canadian health customers, and we increased our revenues.

The purchase price paid by BCE Emergis to the common shareholders of SNS and Assure
Health consisted of:

- $116.7 million in cash; and
- 2,111,902 Shares valued at $33.40 per Share for an aggregate of $70.5 million.

We also assumed or repaid at closing $48.5 million of debt, preferred shares, and other
liabilities of SNS and Assure Health.

BCE exercised its pre-emptive right applicable to this transaction by subscribing on
November 1, 1999 for 3,742,515 Shares at a price of $33.40 per Share for a total
consideration of $125,000,000.

In November 2000, we sold the workflow and document management business of SNS and
in December 2000, we sold the transportation logistics messaging business of SNS to The
Descartes Systems Group Inc. (“Descartes”).

4 The acquisition of United Pavors & United Providers, Inc.

In March 2000, we acquired United Payors and United Providers, Inc. (now US Health
Corp.) for $824.3 million in cash (including transaction and integration costs). US Health
Corp. operates a preferred provider organization or PPO, which contracts with health care
providers and processes medical claims for health care payors, our customers, and also
offers medical management services to our payor customers.

The acquisition of US Health Corp. was a follow-up to our entrance into the health market
which had occurred through our acquisition of SNS and Assure Health. It was intended to
permit BCE Emergis to leverage the relationships of US Health Corp. with insurance
companies to sell its eBusiness and Internet expertise and solutions in the United States
health market. Through the acquisition of US Health Corp., a profitable company, we were

-3.



able to gain access to the United States health market and greatly increase our revenues.

On March 24, 2000, to provide the required financing for the acquisition of US Health
Corp., BCE purchased, by way of private placement, 5,517,827 Shares at a price per Share
of $117.80 for a total consideration of $650 million. We also issued to BCE a convertible
debenture in the principal amount of $150 million.

(%) The acquisition of InvoiceLink Corporation

On September 15, 2000, we acquired InvoiceLink Corporation (now Emergis Technologies)
of Greensboro, North Carolina, a privately held company involved in web-based invoicing
and payment solutions. The transaction allowed us to acquire patented electronic invoice
presentment and payment technology and offered us the possibility of leveraging the
strength of this technology to further develop our services in the eHealth and financial
services sectors in the United States. In addition, the transaction allowed us to integrate this
technology into our eBusiness solutions in Canada. Through this transaction, we were able
to enter into agreements to sell this technology with three of the top five United States banks
and a number of North America’s largest companies.

As consideration for this acquisition, we issued 566,824 Shares valued at $49.2 million and
exchanged options to purchase 167,968 Shares valued at $§14.6 million. During the current
year, we paid the second of three annual instalments representing the balance of sale in
Shares and cash in the amount of $3.1 million and $5.7 million respectively. The remaining
balance of the purchase price and contingent consideration will be paid, subject to certain
conditions and adjustments, on September 15, 2003 in one remaining instalment of $14.7
million.

An amount of US$4.4 million (C$7.0 million) has been held against the balance of the
purchase price, to be applied against indemnification claims, if any, up to September 15,
2003. The purchase price was $131.3 million, subject to certain adjustments under the
agreement.

(6) The Descartes transaction

On December 21, 2000, we disposed of certain assets and liabilities related to the delivery of
logistics electronic messaging services in the transportation industry to Descartes for $25.0
million in cash and 1.3 millionshares of Descartes valued at $54.1 million at the time of
closing. A write-down of $33.1 million was recorded in our Consolidated Statement of
Earnings to reflect the unrealized loss in the market value of the Descartes shares. In 2002,
we disposed of all of the remaining shares of Descartes which we had acquired as a result of
this transaction. The aggregate proceeds realized on the sale of Descartes shares were
$20,695,163.

@) $250 million equity offering

In November 2001, we completed a public offering of $250 million worth of Shares in
Canada. We sold 2.6 million Shares at a price of $38.75 per Share to a group of investment
dealers for distribution to the public in Canada under a prospectus and exempt distribution in
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the United States. We also sold 3,870,968 Shares, also at $38.75 per Share, to BCE, and
used the proceeds to repay the $150 million convertible debenture issued in December 2000
to refinance the first debenture issued to BCE in March 2000 in connection with our
financing for the acquisition of US Health Corp.

&) Business realignment plan and cost reduction program

In the first quarter of 2002, we warned our stakeholders that our expected financial results
for the quarter and the year would not meet the expectations of the financial community. To
address this shortfall, in April 2002 we announced our plan to focus on key growth areas,
drive recurring revenue growth and streamline our service offerings and operating costs.

We proceeded to review our product suite, identified services that we considered non-core
and re-evaluated the carrying value of certain assets. We developed a restructuring program
and recorded $119.0 million of restructuring and other charges, which we subsequently
reduced in December by $2.2 million to reach $116.8 million at year-end. The amount was
made up of asset write-downs, severance and other employee costs, contract settlements, as
well as lease costs related to excess facilities, and was reduced by the proceeds of
disposition of certain exited activities.

In an effort to streamline our operations and become a more agile organization, we reduced
the number of our employees by 17% by year-end, from 2,603 to 2,168. Inciuding
consultants, the total workforce reduction was 20%, from 2,860 to 2,275.

©) Other key developments in 2002

Agreements with Federal Home Loan Mortgage Corporation

In September 2002, we acquired, through a wholly owned subsidiary of Emergis
Technologies, BCE Emergis Electronic Mortgage Services, LLC (“BEEMS”), on-line
mortgage processing and closing technology tools from the Federal Home Loan Mortgage
Corporation (‘Freddie Mac”), and related assets, for cash and other consideration of
US$18.3 million, including US$0.5 million of professional services.

Pursuant to the asset purchase agreement, the purchase price consisted of an initial payment
of US$5.8 million at closing, a note in the amount of US$12.0 million and warrants issued to
Freddie Mac which, upon their exercise, grant ownership of 49.9% of BEEMS, subject to
certain conditions, and other considerations dependent on future performance. The fair
value of these warrants at the time of acquisition was negligible. BEEMS is required to pay
interest of 8% per annum on the note which is payable in two equal instalments m
December 30, 2004 and December 30, 2005. The warrants are exercisable for a one year
period commencing December 31, 2011.

We also entered into a marketing agreement with Freddie Mac for the promotion and
marketing of the on-line mortgage processing and closing technology tools to lenders and
mortgage service providers in the United States mortgage market. Under the terms of this
agreement, we are entitled to receive US$14.0 million (C$22.1 million) from Freddie Mac to
fund customer implementations on o the platform. As at December 31, 2002, US$9.0
million (C$14.2 million) had been received from Freddie Mac. These payments are
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2.2

included as deferred revenue on our balance sheet until the implementation services are
completed, at which time they are recognized as revenue. As part of the marketing
agreement, Freddie Mac has made financial commitments towards us if the business does
not meet certain minimum transaction based revenue levels.

Through this transaction, we expanded our eLending business in the United States, gained
technology in its development stage, and concluded a marketing agreement with Freddie
Mac, a strong player in the United States mortgage industry.

Purchase of e-route

In April 2002, we acquired the outstanding common shares of e-route inc. (“e-route”) for
$26.3 million, consisting of $6.9 million in cash and $19.4 million in assumed liabilities to
BCE Emergis, plus a performance related contingent consideration of up to $13.0 million.
e-route had been owned by six of Canada’s leading financial institutions and was involved
in the creation of new bill presentment services (Webdoxs) for their on-line banking
customers. Prior to the transaction, we had a 10-year agreement with e-route to provide
these services. As a result of the transaction, the ownership structure and governance
process of eroute has been simplified, and the minimum revenue guarantees under our
service agreement with e-route were eliminated.

Trends

During 2002, we experienced a significant reduction in revenue due largely to lower demand
for our solutions in soft technology markets. It is estimated that across all industries,
information technology spending was down 7.1% in 2002 and is expected to be flat in 2003
(dropping 0.2%).> In response to this revenue reduction, we streamlined our operations to
focus on core products, exited non-core lines and realigned our cost structure to match our
recurring revenue stream.

We believe that our success will depend on a number of external and internal factors.

M External success factors

Economic conditions

During times of economic uncertainty, companies reduce their technology spending, which
may impact our ability to sell, as well as the way we sell some of our solutions. For
example, rather than selling technology licenses which often involve large up-front
payments, we sell hosted solutions with transaction-based pricing, which offers customers a
pricing advantage.

Adoption

We develop and market technology solutions, which transform paper business processes into

? Source: Gartner, “Gartner 2002 IT Spending and Staffing Survey Results”, October 24, 2002
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electronic business processes. Our success will be dependent upon the rate of adoption of
such technologies and processes by our target markets. Increased adoption will have a
positive impact on the demand of our solutions.

As we are a medium-sized company dealing mostly with customers who operate in a
Fortune 500 marketplace, potential customers may sometimes prefer to do business with
companies their own size. Alternately, some potential customers may choose to develop and
implement solutions similar to ours, using in-house resources. In both cases described, the
business decisions of potential customers could have an effect on revenue growth.

Competitive positioning

We face pressures from competitors selling similar solutions, which affect the product
functionality we must develop and the selling strategy we must adopt. This will influence
our capacity to grow or maintain our revenue base as well as retain customers.

Productivity

Since our solutions can increase operating efficiencies of our customers through the
conversion of paper business processes into electronic business processes, productivity
pressures should have a positive effect on our business.

(2) Internal success factors

Our employees

Our ability to innovate, to develop new solutions, and to sell and deliver them on time to
customers is dependent upon our ability to attract and retain highly skilled, committed and
creative employees.

Service quality

Our ability to deliver our solutions and provide our services to customers on time, in
accordance with the expected levels and quality of service, including network and
application security, availability and reliability, will affect our growth and profitability.

Sales and marketing

Our ability to stimulate our distributors to proactively sell our solutions to their customers,
as well as our ability to be effective in selling and marketing our solutions directly, will
affect our growth and profitability.

Operating efficiency

Our operating costs, consisting mainly of costs associated with people, telecommunications
and computing, must be aligned with our recurring revenue base. We must be effective in
our allocation of capital resources and focused on execution, delivery and control to ensure
we attain our profitability targets.



Research and development

We must maintain an adequate level of funding of research and development to allow us to
innovate and expand our product offerings.

(3)  Outlook

We continue to believe in our current model, which is transactional and based on recurring
revenue. Although we face slow adoption rates and uncertainty due to the prevailing
economic climate, we hope to mitigate their impact by increasing our focus on new sales
and customer service, and by realizing revenues from new contracts.

We are also pursuing our review of our various lines of products and businesses to ensure
that they continue to meet our objectives.

We will pursue our objectives of operational excellence and execution, cost control and
growing sales with our distribution partners — all of which should help strengthen our
position in the eBusiness marketplace. After adjusting for a planned reduction in revenue of
$34.0 million related to certain contracts with related parties, we expect our revenue to
remain relatively stable in 2003 compared to 2002 with the reduction related to exited
activities being offset by growth in our core offerings. In 2003, we expect the level of non-
recurring revenue to remain at about 10% of total revenue.

We started to generate positive earnings before under-noted items and positive net income
in the second half of 2002 as a result of our restructuring initiatives. Through 2003, we
expect to continue to deliver profitability as we execute on our 2003 business strategy and
see the impact of agreements signed in 2001 and 2002, combined with the full-year’s impact
of the restructuring activities. The above targets are based upon no significant acquisitions
or dispositions.

ITEM 3. NARRATIVE DESCRIPTION OF THE BUSINESS
3.1 Our mission, objectives and strategy

Our mission is to be a leading North American eBusiness solution provider in the
transaction-intensive financial services and health verticals.

Our objectives are to:
- Drive growth in our core recurring revenue’, EBITDA* and earnings

- Focus on operational excellence and execution
- Leverage our relationships with Fortune 500 customers and with Bell Canada

? Excludes revenue from non-core and exited products, including the three-year Bell Canada Legacy Contract (as hereinafter defined).

4 EBITDA used iri this document does not have a meaning under Canadian Generally Accepted Accounting Principles (GAAP) and therefore may not
be comparable to similar measures presented by other publicly traded companies. It is defined as earnings before depreciation, amortization of
intangibles, interest, writedown of assets, accretion on convertible debenture, other expenses and income taxes. No reconciliation is provided in the
Consolidated statement of earnings.
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3.2

- Strategically position ourselves to benefit from anticipated growth in the eBusiness
market

Our strategy is focused on what we consider to be the five pillars upon which we will build
our future success:

- Grow our core recurring revenue’ organically and profitably

- Focus on execution and customer service

- Expand core product offerings and distribution channels

- Leverage relationships with Bell Canada and financial institutions, ncluding banks and
insurance companies

- Pursue strategic internally funded acquisitions focused in our areas of activity

Our services

Our solutions allow companies to conduct business and exchange information with their
business partners and customers. Focussed on our core competencies, which comprise
invoice presentment, payment and processing services for insurance claims and loarrrelated
documents as well as security services, our solutions capture and process transactions such
as orders, invoices, statements, health insurance claims and payments.

The following is a list of our principal services (which have been grouped by type of service
and not by line of business).

e8] Claims processing and medical cost containment services

Repricing

In the United States, we operate a preferred provider organization or PPO, which contracts
with health care providers and processes medical claims for health care payors, our
customers. We serve as an intermediary between health care payors such as insurance
companies and self-insured entities, and health care providers, such as hospitals and
physicians, by entering into contractual arrangements with providers who agree to provide
medical services at a discount to our payor customers. The medical claims are then repriced
for the benefit of our payors. We obtain price concessions from providers we contract with
our payor clients because of our ability to leverage the aggregate claims volume of our payor
clients.

Medical management

In the United States, US Health Corp.’s medical management subsidiary (‘“Medical
Management Corp.”) provides medical management services consisting mainly of health
care utilization review and basic case management services to our payor customers. Payor
customers can outsource their utilization review and/or case management services in whole
or in part to Medical Management Corp. Medical Management Corp. mainly performs
prospective and concurrent utilization reviews of medical cases in order to facilitate
appropriate medical care while avoiding unnecessary procedures or hospitalizations. It also
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provides disease management, catastrophic case management and demand management to
payors.

Transmission and adjudication

In Canada, we operate the largest private electronic reaktime, point-of-sale claims network
for adjudicating prescription drug claims and transmitting dental claims. 99% of Canadian
pharmacies and the majority of Canadian dentists can submit claims on our system, either
via a direct network connection installed in pharmacies or via exchange gateways
interfacing with other telecommunication carriers or private corporate networks. Our health
claims processing solutions enable us to quickly and efficiently process claims and provide
other valuable services and information to healthcare payors and their providers. We also
process workers’ compensation claims.

) Solutions distributed through Bell Canada

Connectivity services

We provide connectivity services through the Bell Canada distribution channel. Under the
terms of the Bell Canada Legacy Contract (as hereinafter defined), Bell Canada is
responsible for marketing and selling certain business Internet access services as well as our
electronic business network services, which is a secure extranet service. The Bell Canada
Legacy Contract expires on December 31, 2004, and is not considered part of our core
activities (see Section 3.4 “Strategic business units™ “Canada business unit” - “Bell Canada
distribution channel”).

Security solutions

We provide, through the Bell Canada distribution channel, managed security services that
provide the security infrastructure for our customers’ electronic service delivery. These
security services provide our customers with the security infrastructure building blocks to
help ensure data is secure and can be viewed only by the appropriate individuals. These
services offload the complexities of security through a range of services from public key
management services, single sign on and privilege entitlkement services to secure virtual
private network solutions.

3) Payment solutions

Business to business bill presentment

Emergis elnvoicing delivers cost and cash management efficiencies by automating the
business functions of invoicing and payment. Suppliers and buyers collaborate through a
simple, intuitive and secure application for presenting, routing, disputing, processing,
approving and settling invoices. Trading partners eliminate paper and postage costs and
improve the management of their working capital by reducing the time it takes to process
invoices and payment.
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Visa Commerce

We are a primary development and operations partner for Visa Commerce, an integrated
global payment and information management solution provided by Visa USA and Visa
International to member banks and their corporate customers. We have developed the core
pre-processing engine and related applications in addition to providing key messaging
technology and services to enable banks, buyers, and suppliers to utilize the solution. We
also host the solution and are the primary interface to VisaNet, Visa’s global settlement
network.

Electronic payment - Canada

In Canada, our electronic bill payment and tax filing enabling solutions allow business
customers to pay bills and to file and pay their taxes directly from their personal computers
or telephones, whether those bills and taxes are received by regular mail or presented
electronically. We also offer to billers a payment delivery notification service that notifies
them on a daily basis of who has paid their bill electronically and how much they have paid.
Our clients can locate and retrieve reaktime payment transaction information in order to
resolve customer and creditor issues.

Point-of-sale transaction processing services

We are a provider of point-of-sale transaction processing services in Canada. We provide
merchants and credit card issuers with a platform to electronically verify and process point-
of-sale transactions such as credit card and debit card transactions. We collect transaction
data from point-of-sale devices such as electronic cash registers and credit card swipe
terminals. We route and process this data through our internally developed orrline, reak
time transactiornrprocessing system, and then return to the point-of-sale device the
information required to complete the transaction.

Business to consumer bill presentment

e-route’s electronic bill presentment solution, known as Webdoxs, allows billers to eliminate
paper bills by delivering bills electronically to consumers in a secure manner. Delivery of
these documents is achieved through the Internet banking facilities of seven participating
financial institutions. Billers can customize the information presented to each customer
using one-to-one marketing techniques.

4 Lending solutions

Vendor Services Exchange

In the United States, we provide an online workflow management system that electronically
transmits data and documents between lenders, brokers, and third party product or service
vendors. Using this single source, lenders and brokers order mortgage-related products or
services, check order status in real time, and vendors may transmit data to the entity
purchasing the product or service to fulfill the orders. Products available from participating
vendors include appraisals/collateral assessments, title products, flood determinations and
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property reports. We are also developing: (i) an on-line environment, called Emergis
Electronic Closing Services, for creating, viewing and presenting closing, disclosure and
other documents pertaining to loans and performing other actions related to coordinating
loan procedures, as well as executing loan documents and associated documentation using
digital signature technology; and (ii) a secure repository for orline storage of electronic
loan files, called Emergis Electronic Vault Services.

eLending Interchange for the real estate industry

In Canada, our realestate eLending Interchange solutions allow financial institutions and
notaries/real estate lawyers in the Province of Québec to electronically exchange loan
information for the completion of mortgage loans, removing the necessity of re-entering the
same information multiple times. These solutions also permit financial institutions to
electronically access appraisal services offered by third-party appraisers connected to the
eLending Interchange, and permit the realestate legal community (i.e. notaries and real
estate lawyers) to register and to electronically access titk to real property.

eLending Interchange for the automotive industry

In Canada, we also provide eLending solutions for the automotive industry through our
eLending Interchange. Our automotive eLending solutions permit automobile dealers,
financial institutions and the various personal property registries in Canada to electronically
exchange information for the electronic registration by financial institutions of financing
statements and other related documents (amendment, renewal and discharge) with respect to
automotive loans and leases at personal property security registries in Canada. Our
automotive eLending solutions also facilitate credit applications and permit searches at the
personal property securities registries and access to vehicle information.

Revenues from principal products and services

Revenue from our claims processing accounted for 35.3% of our revenue in 2002 and 31%
of our revenue in 2001. Revenue from our connectivity services accounted for 23.4% of our
revenue in 2002 and 25.1% of our revenue in 2001.

Strategic business units

In 2002, our operations were structured into three strategic business units:
- BCE Emergis — Canada

- BCE Emergis — United States

- eHealth Solutions Group, North America

The following sets forth our revenue from each of these three business units for the year
ended December 31, 2002 and the year ended December 31, 2001.
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(Miltions BCE Emergis - BCE Emergis — eHealth Solutions Total
of Dollars) Canada United States Group, North
America
Dec. 31 Dec. 31 Dec. 31 Dec. 31
2002 2001 2002 2001 2002 2001 2002 2001
Revenue $235.6 $296.4 $27.4 $53.0 $276.9  $307.0 | $539.9 $656.4

Beginning in 2003, our corporate structure will reflect our vertical industry focus across
North America in the financial services and health sectors. As a result, BCE Emergis —
Canada, and BCE Emergis — United States, will be combined to form the eFinance Solutions
business unit. This unit will include the following lines of business: eLending solutions,
ePayment solutions, and eBusiness solutions, including the Bell Canada distribution
channel. The eHealth Solutions Group, North America, business unit will remain
substantially unchanged.

The following is a description of our eLending, ePayment and eBusiness lines of business.
eLending solutions

This line of business regroups our various eLending solutions for the mortgage industry
across North America.

ePayment solutions

This line of business includes our business-to-business bill presentment or elnvoicing
solutions for buyers and sellers across North America and our Visa Commerce initiative.

eBusiness solutions

This Canadian-based line of business includes ePayment solutions sold in Canada, which
includes our bill payment and tax filing solutions, point-of-sale transaction processing
services and our business-to-consumer bill presentment solution (Webdoxs), as well as the
solutions distributed through Bell Canada, including our security solutions and connectivity
services.

eHealth Solutions Group, North America

The eHealth Solutions Group, North America addresses the North American health market
by enabling the processing of claims handled by health insurance companies, worker
compensation boards, government agencies and private employee groups, as well as by
providing cost-containment services for medical claims. We leverage our business
relationships with leading life and health insurance companies in both Canada and the
United States to offer them cost savings and efficiencies, as well as the opportunity to re-
engineer their business practices. This unit operates in mature markets and is the most
important contributor to our overall profitability, with the U.S. operations representing the
most significant generator.
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Services in the United States

In the United States, we operate a preferred provider organization, or PPO, which processes
medical claims for health care payors, our customers. US Health Corp. serves as
intermediary between health care payors such as insurance companies and self-insured
entities and health care providers, such as hospitals and physicians, by entering into
contractual arrangements with providers who agree to provide medical services at a discount
to our payer customers. US Health Corp. enters into contractual arrangements with
providers designed to produce cost savings and other benefits for payors and increased
patient volume and improved efficiency in claims submissions for providers.

US Health Corp. has developed a network of providers (the ‘Provider Network”) offering
nationwide access to discounted health care services for payors who contract with US Health
Corp. (‘Payor Clients”). US Health Corp. enters into contractual arrangements with
providers such as hospitals, ancillary facilities and physicians (‘Contracting Providers”) who
agree to provide services on a discounted basis to its Payor Clients. These Payor Clients
include traditional indemnity insurance companies, self-insured entities, unions and federal
government health plans. The Provider Network is designed to meet the medical, financial
and geographic needs of Payor Clients by enabling the health care beneficiaries of such
Payor Clients to access cost effective health care services nationwide or in particular
geographic regions.

US Health Corp. obtains price concessions for its Payor Clients because of its ability to
leverage the aggregate claims volume of its Payor Clients and is paid a percentage of the
savings and/or a flat fee per month per covered employee. In partial consideration for the
price concessions furnished by them, contracting hospitals are offered the option by US
Health Corp. of receiving an advance (prepayment) of a potion of the estimated annual
claims volume that such contracting hospitals have with Payor Clients. Upon termination of
the provider contract by either party, the amount of advances (prepayments) through the date
of termination become fully due and payable to US Health Corp. US Health Corp.’s
contracts do not assume obligations to Contracting Providers for payment of medical claims
or to beneficiaries of Payor Clients for health care services. Consequently, US Health Corp.
is not subject to health care underwriting risks.

US Health Corp. has developed a proprietary information system that allows it to
automatically re-price a high volume of daims. US Health Corp. also exports data for
clients to load onto their system in order to reprice claims. US Health Corp. also offers
network management services whereby it assumes all or a portion of the administration of a
Payor Client’s relationships with its provider networks. Payor Clients can outsource their
responsibility for data management, claims capture, repricing services and client network
management to US Health Corp.

US Health Corp.’s subsidiary, Medical Management Corp., provides medical management
services, consisting mainly of health care utilization review and basic case management
services to Payor Clients. Payor Clients can outsource their utilization review and/or case
management services in whole or in part to Medical Management Corp. The goal of
utilization review is to manage the effectiveness and cost of medical care based on
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established clinical criteria and evaluation of medical appropriateness. The goal of case
management is to provide payors and patients with optimal resources for managing the cost
and effectiveness of medical care associated with catastrophic healthcare events. Medical
Management Corp. mainly performs prospective and concurrent utilization reviews of
medical cases in order to facilitate appropriate medical care while avoiding unnecessary
procedures or hospitalizations. It also provides disease management, catastrophic case
management and demand management to payors. These utilization review and case
management services are provided by a staff which includes registered nurses and
physicians. Medical Management Corp. also analyzes and interprets utilization data in order
to identify trends and recommend management opportunities, such as benefit plan structures
and disease specific education programs that are designed to maximize the effectiveness of
health care dollars spent.

Our strategy in the United States has been to try to leverage our network of Payor Clients
and Contracting Providers to develop and sell our eBusiness solutions. To date, we have
seen limited progress in this regard. Our various efforts have not met the anticipated results
due to the low adoption of technology solutions, the soft IT markets and the current United
States health care landscape, which is slow to embrace new technology solutions. As a
result, there have been limited synergies between these United States operations and the rest
of our operations to date. We have a number of technology initiatives such as the
development of larger online provider directories and a single provider database, which
could deliver new revenue opportunities. However, we expect that the leveraging of our
existing relationships to sell more eBusiness products will remain challenging. Our
immediate goals are to continue to focus on operational excellence and execution, improving
customer satisfaction and increasing sales to grow our revenue base. Furthermore, we will
try to expand our product offerings and capitalize on cross-selling opportunities to our
customer base.

During the year, a contract with a United States government agency was terminated which
affected the results of the eHealth Solutions Group, North America in the United States. We
also experienced lower claims volume in the United States due to reduced demand for some
of our services by certain Payor Clients.

Within the eHealth Solutions Group, North America, we have a number of major customers
representing a significant portion of our revenue. If we lose a contract with a major
customer and cannot replace it, or there is a significant decrease in the number of
transactions we process, this could have a material adverse effect on our business and
operating results.

Services in Canada

In Canada we operate the largest private electronic realtime, point-of-sale claims network
for adjudicating prescription drug claims and transmitting dental claims. We also process
workers’ compensation claims. We serve six of the largest Canadian life insurers which
together represent more than 50,000 group benefits plans in Canada and cover more than 2.5
million primary holders of our proprietary identification and processing card. As well, we
serve the Ontario Workplace Safety and Insurance Board (“WSIB”) and the British
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Columbia Worker’s Compensation Board. In 2002, we transmitted or adjudicated more than
84 million prescription drug claims and transmitted more than 8.9 million dental claims. In
addition to claims processing, we use our prescription drug data to provide employers with
health information management solutions aimed at reducing liability in the areas of workers’
compensation and employee disability claims.

The process of pay-direct plans for drugs involves the electronic transmission of claims from
pharmacies across Canada and the real-time adjudication of these claims. These claims are
transmitted over various communications networks which together reach approximately
99% of the pharmacies in Canada. Payments to pharmacies are made exclusively by
electronic funds transfer according to various payment options, including next-day payment,
for which a fee may be charged.

The WSIB uses our new web-enabled health claims approval and payment system, which
allows for faster, more consistent processing for the province's 27,000 health and medical
services providers. Operating in Ontario, which has the largest industrial base in Canada,
the WSIB receives more than 300,000 injury reports and more than 4 million claims from
injured workers annually. This volume makes the WSIB the largest payer of work-related
health claims in the country, and among the largest in North America. The British Columbia
Worker’s Compensation Board also uses our drug adjudication processing system to process
prescription drug claims for injured workers.

Through Bell Canada, we also provide secure IP network services to the Régie de
I’assurance maladie du Québec in support of a public drug insurance plan. These services
are provided under the Bell Canada Legacy Contract (as hereinafter defined) which expires
on December 31, 2004,

The following table outlines the principal services we offer in the eHealth Solutions Group,
North America.

Services Program reach Description
Medical claims »  Over 1,000 health insurance payors *  Repricing of medical claims
processing »  Over 5,000 acute care hospitals

»  Over 400,000 physicians
e Over US$3.8 billion of claims in 2002

Utilization review | «  Nearly 3,000,000 employees covered *  Medical claims utilization review
and case and case management services
management
Prescriptiondug |« 99% of all pharmacies in Canada ¢ On-line prescription drug claim
claims processing | *  Six of the largest life insurance adjudication (eligibility, limitations

companies in Canada, representing of coverage, price verification)

over 50% of the private group health *  ePayment to pharmacy

insurance market *  Drug utilization review

*  Ontario WSIB and British Columbia
WCB

»  Over 50,000 group benefit plans in
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Services Program reach Description
Canada

*  Over 17% of Canadians are covered by
our drug cards

*  Over 84 million drug claims in 2002
transmitted or adjudicated

Prescription drug | »  Subscribers include six insurance *  Proprietary database of private

database companies in Canada prescription drug information

»  Information for evaluating cost and
effectiveness of benefit plans

Dental claims +  Six insurance companies in Canada *  Electronic dental claims
+  Over 11,000 dentists (approximately transmission between dentists and
63% of practicing dentists in Canada) insurance companies

¢ Over 8.9 million dental claims in 2002

Occupational +  Ontario WSIB — Workplace Safety and | *  Health claims adjudication
claims and Insurance Board

accident-related

claims

Canada business unit

BCE Emergis - Canada (which does not include the sale of any eHealth solutions or other
eBusiness solutions to the health insurance sector in Canada) offers a wide range of
eBusiness technology solutions to Canadian customers, which are sold primarily through
financial institutions and Bell Canada, acting as distributors. The focus of this business unit
is on electronic payment, point-of-sale transaction processing services, business to consumer
bill presentment, eLending solutions for the Canadian automotive and real estate industries,
and security solutions, as well as business Internet access services and secure electronic
business network services, mostly delivered through Bell Canada.

In the financial services industry, we provide invoice presentment solutions, eLending
solutions (for the automotive and real estate industries) and ePayment solutions through
financial institutions. Through the Bell Canada distribution channel, we provide security
solutions, business Internet access services and our secure electronic business network
services. While many of our products target industry leader end-users, our focus is to use
our customers as the channels (e.g., the Bell Canada distribution channel) through which our
solutions reach the end user. In particular, we enable financial institutions and telecom
companies to private label our solutions, thereby enhancing acceptance and accelerating
adoption and reaching a large segment of the Canadian market.

¢)] Financial institutions

We currently provide electronic bill payment and tax filing enabling solutions to ten major
Canadian financial institutions. We also provide credit and debit authorization processing
and settlement for point-of-sale originated transactions.
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Our subsidiary, e-route, offers a leading omrline bill presentment system, known as
Webdoxs. Through agreements with Canadian financial institutions, these financial
institutions offer the Webdoxs service to their customers.

We also offer eLending Interchange solutions to the real estate and automotive industries.

In 2002, we also exited a number of businesses that were no longer core to our business. In
2002, we sold the assets of our wire services (eNews) and we terminated our services
agreement with Procuron Inc., an e-procurement company launched by Bell Canada and
three Canadian financial institutions in 2000 in which BCE Emergis was a shareholder. We
also realized on security we held over certain of the assets of Procuron Inc. in connection
with the winding down of Procuron Inc.

The following table outlines the principal services that we sold to financial institutions in

2002.
Services Program reach Description
Payment solutions »  Ten Canadian financial institutions | « Payment of invoices and taxes
* Over 80 million transactions in | « Payment advice distribution
2002 + Filing of corporate tax remittances

and tax returns

Point-of-sale networks | * All major financial institutions | + Processing  (authorization  and

providing credit card services to settlement) of credit card and debit
merchants in Canada card transactions
+  Over 200 million transactions in
2002
eLending * Four major Canadian financial | « Electronic exchange of information
institutions for electronic registration of security
+  Over 547 automobile dealers in interests
Canada ¢ Electronic exchange of information
*  Over 1,000 notaries in the Province to facilitate credit applications
of Québec » Electronic exchange of loan

information for the completion of
mortgage loans

Electronic bill » Seven major Canadian financial | + Electronic presentment to

presentment institutions consumers of formatted bills,
statements and invoices with
associated marketing information

* Fully integrated with the bill

* 536,000 consumers registered payment capabilities of financial
institution Internet banking systems

»  Presentment of targeted marketing
material

¢ Reach of over 7.5 million on-line
bank customers

77 billers registered ’

? In production, pilot. Historical data restated to current presentation.
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2 Bell Canada distribution channel

BCE Emergis - Canada is responsible for activities with the BCE group, principally Bell
Canada, that serve both internal purposes as well as those related to Bell Canada’s role as a
distribution channel for certain of our solutions. Among the activities is an agreement,
announced in December 2002, to collaborate over the next three years on the development
of a suite of eSecurity solutions, which Bell Canada plans to sell to its customers.

On June 30, 1999, we entered into a three year exclusive distribution agreemert (the ‘Bell
Canada Legacy Contract”) with Bell Canada and a three year services agreement (the
“Nexxia Services Agreement”) with BCE Nexxia Inc. (now Bell Nexxia, a division of Bell
Canada) (‘Nexxia”) with respect to certain business Internet access services (the “IP
Products™). Both agreements had an effective date of January 1, 1999. Under the terms of
these agreements, Bell Canada and/or a designated affiliate is responsible for marketing and
selling the IP Products while BCE Emergis retains Nexxia as its exclusive supplier of
network services, operations management services and product management for these IP
Products on a fixed price basis. Under the original agreement, which was to terminate on
December 31, 2001, Bell Canada had the exclusive right to market these services, and in
return, committed $290 million in revenues over three years.

On June 30, 1999, the parties also entered into a preferred supplier agreement (the
“Preferred Supplier Agreement”) which enhanced our preferred supplier status as follows:

- We have a right of first offer from Bell Canada on new contracts for eBusiness services,
whether for internal uses or for customer use; and

- Our preferred status is extended to December 31, 2004, subject to earlier termination if
BCE ceases to be our controlling shareholder.

In October 2001, we announced we had extended for another three years the Bell Canada
Legacy Contract and had expanded this agreement to include, in addition to business
Internet access services, our electronic business network services (“BEBN”). These services
enable enterprises to connect with their partners and exchange data in a secure IP-based
environment. We do not consider the Bell Canada Legacy Contract, which ends on
December 31, 2004, part of our core activities. Committed revenue over the remaining term
of the Bell Canada Legacy Contract will be $98.6 million in 2003 and $65.1 million in 2004.
These amounts include revenues to be received directly from Bell Canada and directly from
customers for whom Bell Canada acts as our distributor. Under the Bell Canada Legacy
Contract, the amounts we will receive directly from Bell Canada will decrease from the
2001 and 2002 levels due to lower pricing for business Internet access services.

Furthermore, also in 2001, we extended for an additional three years the Nexxia Services
Agreement, under which we retain Nexxia, on a fixed price basis, as our exclusive Canadian
supplier of services such as network and operations management services, product
management, development and implementation. These services enable us to offer, support,
provision and deliver business Internet access services as well as electronic business
network and security services.

-19-



Effective January 1, 2000, BCE Emergis, Bell Canada and Nexxia entered into a reseller
agreement for the resale of our BEBN, BDX, e-procurement and Seller solutions by Bell
Canada and Nexxia (the “Reseller Agreement”). Under the terms of the Reseller
Agreement, we granted to Bell Canada, Nexxia and their sub-distributors the non-exclusive
right to act as primary distributors of our solutions to their customers; Bell Canada and
Nexxia have agreed to use the solutions in the creation and conception of their electronic
commerce offerings for their respective customers.

The Reseller Agreement also provides that Bell Canada and Nexxia will actively promote
and advertise our solutions to their respective customers and assign dedicated employees to
those activities. Bell Canada and Nexxia have agreed to invest yearly a minimum of
$10 million in promotional and commercialization activities related to electronic commerce.

We also signed in 2001 a five- year agreement with Bell Canada to develop, implement and
provide network-centric, hosted and managed services (‘Network Centric Services”) that
Bell Canada could commercialize, sell and distribute to customers located in Canada. In
addition, by this agreement, Bell Canada retained Emergis as its preferred supplier for all
new services to be distributed by Bell Canada as part of Bell Canada’s Network Centric
Program. The initial services launched included: online web-based customer care; web-
based management of marketing processes; web-based automation of ordering, invoicing
and payment functions for small and medium enterprises; and enablement services to
support suppliers and buyers for electronic procurement. The online web-based customer
care and web-based management of marketing processes have since been discontinued due
to Bell Canada’s determination that it focus in other areas of its business. BCE Emergis and
Bell Canada are currently reviewing this arrangement to assess its future viability.

In June 2001, Nexxia, BCE Emergis and CGI Group Inc. were awarded a multt million
dollar contract to build and manage an eGovernment infrastructure for the Government of
Canada. The solution, called “Secure Channel”, is designed to allow Canadian citizens and
businesses to access different government services electronically. Key components of the
solution include the IP network, security, authentication, directory services, financial and
payment services application integration services and portal interfaces. Through the Nexxia
consortia, we provide eGovernment services which include manages public key
infrastructure (‘PKI1”) services and electronic payments management services. Government
of Canada departments are using the authentication/encryption and payment functionality of
these services to deliver their Government Online programs.

United States business unit

BCE Emergis - United States focuses on the financial services market in the United States,
working with financial institutions and other industry leaders to distribute to their business
customers our electronic solutions. This involves mainly the offering of electronic invoice
presentment, loan-related document processing and payment solutions.

€8] elnvoicing

We offer elnvoicing services in the United States through direct sales to large enterprises as
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3.6

well as through a bank-centric model where banks and other large institutions offer
elnvoicing to their customers.

@) Visa Commerce

During the year, we were able to expand our relationship with Visa U.S.A. to include Visa
International. We are working closely with Visa to integrate our products into its
commercial payment solutions as well as to provide Visa with other payment-related
application tools to facilitate implementation and adoption among its large commercial
customer base. Two major Visa-member financial institutions are currently participating in
the Visa Commerce pilot program: U.S. Bank Corp and Citigroup Inc.

3) Mortgage services

This unit also benefited from the acquisition of online mortgage processing and closing
technology tools from Freddie Mac. In December 2002, systems integration began with the
implementation of 36 vendors and five lenders on the eLending platform. In addition, we
entered into a marketing agreement with Freddie Mac for the marketing of eLending
services to the United States mortgage market.

Technology

Our core services are based on our own proprietary technologies. Examples of technologies
that we own include elnvoicing, payment solutions, online mortgage processing and closing
technology tools acquired from Freddie Mac, business document exchange capabilities and
health claims processing technology. We also provide certain services which use
technologies licensed from other parties. Licenses for such technology are typically for a
fixed term, and are generally renewable at our option. While typically such technology is
replaceable, and can be obtained from more than one single source, failure by any party to
provide such technology in a timely manner and to meet our quality requirements, or our
inability to obtain substitute technologies or alternative providers on terms acceptable to us,
could harm our ability to maintain some of our operations and could materially harm our
business and operating results.

Research and development

Research and development expenses consist largely of personnelrelated and consultancy
costs associated with the development of new solutions and enhancement and maintenance
of existing solutions.

Our major research and development activities in 2002 included the following: the
development of new releases of the dnvoicing product, including the Java version of
elnvoicing for Receivables (the sell-side biller direct model) and the newly developed
elnvoicing for Payables (the buy-side model); the development of additional services for the
Vendor Services Exchange, including work related to the development of Emergis
Electronic Closing Services and Emergis Electronic Vault Services; development activities
relating to Visa Commerce; and the development of additional security services to be sold
by Bell Canada. In 2002 we also undertook research and development activities in relation

-21-



3.7

3.8

to certain products and services which, later n the year, were identified as non-core and
were exited.

Operations

Operations consist primarily of personnel and personnelrelated expenses, software and
hardware maintenance, the operation of our data and call centres, telecommunications
expenses and facilities costs.

We currently operate our services out of four data centres. In total, as at December 31,
2002, these data centres run more than 819 servers. We offer services out of data centres in
Rockville, Maryland ; Louisville, Kentucky; Montréal, Québec; and Toronto, Ontario.

We currently operate two customer technical call centres, one in Mississauga, Ontario, the
other in Montréal, Québec. These call centres receive inbound calls from our clients and
end-users. These facilities provide customer service 24 hours a day, seven days a week. As
at March 31, 2003, we employed approximately 110 persons in these call centres. In
addition to these technical call centres, US Health Corp. also operates three call centres in
the United States as part of its cost containment services: in Louisville, Kentucky; Arlington,
Texas; and Brookfield, Wisconsin. As at March 31, 2003, we employed approximately 450
persons in these United States call centres.

Intellectual property

Our intellectual property includes proprietary technology, business strategies, market
information and know-how. We also license technology from third parties. We rely on a
combination of trade secrets, trademarks, copyrights, patents and contracts to protect our
intellectual property.

A portion of our proprietary technology is protected through the use of copyrights. Portions
of our know-how are also protected as trade secrets through contractual agreements with our
clients, partners, suppliers and employees. We pursue and protect our proprietary rights to
intellectual property in our agreements with the view of capturing the maximum value of our
services and assuring a competitive advantage. A portion of our intellectual property is also
protected through the use of patents. We currently have been awarded one patent registered
in relation to our elnvoicing technology, which expires in 2017, and four other applications
pending for various technologies which we have developed.

Our ability to compete effectively will depend, in part, on our continued ability to protect
and enforce our intellectual property rights. Although we rely, in part, on contractual
provisions to protect our trade secrets and proprietary know-how, there can be no assurance
that these agreements will not be breacted, that we will have adequate remedies for any
breach or that our trade secrets will not otherwise be disclosed or be independently
developed by competitors. We also rely, in part, on technology that we license from third
parties, including software that is integrated into our solutions to perform key functions. If
we are unable to continue to license any of this software on commercially reasonable terms,
we may face delays in the delivery of our solutions until equivalent technology can be
identified, licensed or developed and integrated into our current solutions.
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Sales and marketing

We market our solutions to large customers who may then market our solutions to their
customers. We also use a direct sales force to market our solutions to leaders in each of our
strategic business units in Canada and the United States, such as major banks,
telecommunications providers and insurance companies and other payors. Once a solution
has been adopted by an organization, the client uses it internally and/or markets the solutions
to its customers. Our direct sales force is supported by technical professionals including
software engineers and project managers. We typically market our solutions to senior
executives who have responsibility for eBusiness strategy and implementation. We also
have a variety of co-marketing agreements with complementary solution providers.

Our eHealth Solutions Group unit has a direct sales force that spans North America. This
sales team focuses on selling technology products and services directly to senior
management at insurance companies, and employee groups and workers compensation
boards.

In addition to our direct and co-marketing sales efforts, we participate in industry advisory
councils or analyst programs, trade shows, seminars and conferences. Our participation is
designed to increase the awareness of our service offerings.

We offer our products and services primarily in Canada and the United States. The
following indicates our sales by geographic segment.

Geographic segmentation of revenue Dec. 31, 2002 Dec. 31, 2001
Canada 58.5% 58.7%
United States 41.5% 41.2%
Other 0.0% 0.1%
Total 100.0% 100.0%

Except for related party transactions described in Note 18 of the Notes to our Consolidated
Financial Statements for the year ended December 31, 2002, we do not have any one
customer who represents more than 10% of our revenues for the year ended December 31,
2002.

Legal proceedings

In the normal course of business, we become involved in various litigation matters. Pending
litigation may result in financial loss to our business.

Management at this time is not aware of litigation against us which could have a material
adverse effect on BCE Emergis.
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Competition

We face significant competitors in Canada and the United States in all of our service
offerings. Although we believe that no single competitor offers an integrated suite which
incorporates all of our services, competitors in the health sector include Beech Street
Corporation, Multiplan, Inc. and First Health Group Corp. in the United States, and National
Data Corporation of Canada, Ltd. and ESI Canada Inc. in drug and dental claims processing
in Canada. In our ePayment sector, major competitors include Bottomline Technologies,
Inc., BillingZone, LP, Xign Corporation, CheckFree Corporation and EPO Inc. (ePost) in
electronic bill presentment and payment; in eLending, FNIS (Fidelity National Information
Systems), First American Title Insurance Company, and Stewart Title Company; and in our
other eBusiness service areas, major information technology service companies and
financial transaction processors such as International Business Machines Corporation and
First Data Corp.

Our industry is and will continue to be highly competitive and we face competition for each
of our individual services from numerous competitors who have substantial marketing,
personnel and technological resources. Many firms offer competing services in electronic
bill/invoice presentment, electronic payment and claims processing. In the eHealth sector,
certain companies provide an array of services, some of which may be competitive to our
claims processing solutions or managed care services. Furthermore, in some areas, we may
compete with internal groups of major organizations.

We expect that other competitors will develop over time. Some of these will be existing
companies that are not currently in our markets, others will be new companies, and others
could be ventures between current clients and our competitors.

We believe that the principal competitive factors in our industry include:

Pricing of services;

- Leading-edge technology;

- Scalability of services;

- Quality of services;

- Technical and strategic expertise;

- Speed of development and implementation of solutions;

- Return on investment compared to cost and up- front fees;
- Suppliers’ brand-recognition, size and financial strength;
- Strategic alliances and commercial relationships; and

- Ownership of technology and ability to continue to enhance and improve technology.
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Employees

As at December 31, 2002, we had 2,168 fulltime employees. Approximately 813 of these
employees were engaged in technology in the United States and Canada, 844 were engaged
in our eHealth Solutions Group, North America business unit, 60 were engaged in our
Canada business unit, and 64 were engaged in our United States business unit. The
remaining employees were engaged in non-core businesses that we are exiting, and
administrative and support functions, such as finance, human resources and other activities.
In an effort to streamline our operations and become a more agile organization, we reduced
our employee numbers by 17% by year-end from 2,603 to 2,168. Including consultants, the
total workforce reduction was 20%, from 2,860 to 2,275.

Our employees are not represented by a labour union and our relationships with our
employees are good. The majority of our employees own Shares or options to purchase our
Shares.

Risks and uncertainties
We are subject to a number of risks and uncertainties, including the following.
General and economic factors

Our business is affected by general economic conditions, consumer confidence and
spending, and the demand for, and the prices of, our products and services. When there is a
decline in economic growth and retail and commercial activity, there tends to be a lower
demand for our products and services.

The slowdown and uncertainty in the North American economy have reduced demand for
our products and services, which negatively affected our financial performance in 2002 and
may also negatively affect it in 2003. In particular, uncertain economic conditions have led
to lower spending on information technology services resulting in lower non-recurring
revenue.

Weak economic conditions may also negatively affect the financial condition and credit risk
of our customers. This could increase uncertainty about our ability to collect receivables.

We are affected by fluctuations in the currency exchange rates between the Canadian and
United States dollars. The strengthening of the Canadian dollar would have an unfavourable
impact on our revenue and net earnings.

Adoption of eBusiness

Our success depends on widespread use of the Internet as well as other electronic networks
as a way to conduct business. Because eBusiness and its related business activities, such as
online transactions, are relatively new and evolving, it is difficult to predict the size of this
market and its sustainable rate of growth. Businesses and customers have not adopted
eBusiness and its inherent applications as quickly as originally expected for a number of
reasons, including, but not limited to:
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- Security risks in transmitting and storing confidential information, including concerns
relating to the potential for user impersonation and fraud or theft of stored data and
information communicated over the Internet;

- Inconsistent quality of service;

- Lack of availability or delays in development of cost-effective, high-speed service;

- Inability to integrate business applications on the Internet;

- The need to operate with multiple and frequently incompatible products; and

- Lack of or delays in development of tools to simplify access to and use of the Internet.

Businesses, which have invested substantial resources in other methods of conducting
business, may be reluctant to adopt new methods. Also, businesses with established patterns
of purchasing goods and services and effecting payments may be reluctant to change.

To the extent that eBusiness experiences significant growth both in the number of users and
the level of use, he Internet infrastructure may not be able to continue to support the
demands placed on it by continued growth. Such continued growth could affect the
Internet's technological ability to effectively support the high volume of transactions and this
could materially harm our business and operating results.

Adoption rate of our solutions by customers

We must increase the number of transactions we process to build recurring revenue. This
increase will depend on the rate at which our solutions are adopted by our customers and
distributors’ customers. It will also depend on our ability to build an effective sales force as
well as stimulate our distributors’ sales and influence their marketing plans for our solutions.

Response to industry’s rapid pace of change

We operate in markets that are experiencing constant technological change, evolving
industry standards, changing customer needs, frequent new product and service
introductions, and short product life cycles.

Our success will depend in large part on how well we can anticipate and respond to changes
in industry standards and introduce and upgrade new technologies, products and services
and upgrade existing products and services. The consolidation of health care service
providers as well as changes to the United States health care landscape may also have a
material adverse effect on our business.

We may face additional financial risks as we develop new products, services and
technologies, and update them to stay competitive. Newer technologies, for example, may
quickly become obsolete or may need more capital than expected. Development could be
delayed for reasons beyond our control. Furthermore, substantial investment is usually
required before new technologies become commercially viable.
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There is no assurance that we will be successful in developing, implementing and marketing
new technologies, products, services or enhancements within a reasonable time, or that there
will be a market for them. New products or services that use new or evolving technologies
could make our existing ones unmarketable, or cause their prices to fall.

Competition

The high technology market remains very competitive and one in which we compete with
large companies not only in eBusiness, but also with players of all sizes and competencies in
a variety of sectors and industries.

Many of our competitors, regardless of size or market share, have substantial financial,
marketing, personnel and technological resources. New competitors may also appear as new
technologies, products and services are developed.

Competition could affect our pricing strategies, and lower our revenues and net income. It
could also affect our ability to retain existing customers and attract new ones.

Operating results

We have announced plans to:

1.  focus on key growth areas;

2. drive core recurring revenue growth;

3. streamline our services offerings and operating costs; and
4.  expand core product offerings and channels.

We will also pursue a review of our various product lines and businesses to ensure that they
continue to meet our goals.

If we fail to successfully carry out these plans, there could be a material adverse effect on
our results of operations.

We have incurred losses in the past. Our revenue depends substantially on the amount of
services which our customers purchase throughout the year. In addition, we have a number
of major customers representing a significant portion of our revenue. If we lose a contract
with a major customer and can not replace it, or there is a significant decrease in the number
of transactions we process, it could have a material adverse effect on us. Most of our
contracts are for a term of three to five years except those with our eHealth (United States)
operations which are generally renewable on an annual basis as is customary in that
industry.

Our operating results have fluctuated in the past, mainly because of variability in non
recurring revenue and the effect of acquisitions and exited activities. We expect fluctuations
to continue in the future. If our operating results fail to meet analysts’ expectations, the
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trading price of our Shares could decline. In addition, significant fluctuations in our
operating results may harm our business operations by making it difficult for us to
implement our business plan and achieve our results.

Success of United States-based operations

To be successful in the United States involves significant management and financial
resources. In particular, we have to attract and retain experienced management and other
personnel. We may not be able to successfully grow our markets and sales in the United
States. If we are unsuccessful, this could have a material adverse effect on our business and
operating results.

Control by BCE

BCE, which owns approximately 65% of our outstanding Shares, can, subject to applicable
law, exercise significant control and influence over our affairs, including virtually all
matters submitted to a shareholder vote.

BCE has no obligation to remain the majority shareholder or to maintain its current level of
ownership in us. The announcement of a decision by BCE to change its treatment of its
investment in us, to sell all or a portion of its Shares in us, or any other decision to the same
effect could materially and negatively affect us, our prospects and the market price of our
Shares.

Acquisitions

Our growth strategy includes making strategic internally funded acquisitions. There is no
assurance that we will find suitable companies to acquire or that we will have enough
resources to complete any acquisition. There could be difficulties with integrating the
operations of acquired companies with our existing operations. In addition, the current state
of capital markets has created a more challenging environment in which to realize
acquisitions. On the other hand, lower stock market valuations, particularly for companies
involved in the eBusiness sector can provide attractive opportunities for reasonably priced
acquisitions.

Strategic relationships

We rely on strategic relationships to increase our customer base, including our relationships
with Bell Canada, Visa, Freddie Mac and other financial institutions. If these relationships
fail, there could be a material adverse effect on our business and operating results.

Some of our existing strategic relationships do not, and any future strategic relationships
may not, afford us any exclusive marketing or distribution rights. As such, some of the
parties with whom we have strategic relationships could provide the same services
themselves or source them from our competitors. In addition, the other parties may not view
their relationships with us as significant for their own businesses. Therefore, they could
reduce their commitment to us at any time in the future. These parties could also pursue
alternative technologies or develop alternative services either on their own or in
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collaboration with others, including our competitors. Further, we may now or in the future
be competing with some of the parties with which we have strategic relationships, especially
with respect to our operations in the United States. Also, there may be geographic
restrictions on some of our strategic relationships with respect to our United States
operations. For example, our licensing agreement for our electronic bill presentment
platform applies only in Canada. If we are unable to maintain our strategic relationships or
to enter into additional strategic relationships, we will have to devote substantially more
resources and capital to the development of technology, which could materially harm our
operating results.

Dependence on contracting medical service providers

The growth of our eHealth Solutions Group, North America business unit depends on our
ability to:

1. retain contracts with existing providers;
2.  attract new providers; and
3. retain or improve the discounts given by providers.

In addition, our results could be materially adversely affected if we lose a significant number
of contracts with providers that have a large number of customers, and we are unable to
replace them with contracts with aher providers and/or contracts with our providers are
renegotiated with reduced discounts.

Exposure to professional liability

We use medical treatment guidelines in our utilization review and case management
services. That means that we could be subject to claims relating to:

- adverse medical consequences because services were denied,

- the cost of services that were denied; or

- errors or omissions by health care professionals.

These claims could have a materially adverse effect on our business and operating resulits.
Defects in software or failures in the processing of transactions

Defects in our owned or licensed software products, delays in delivery, as well as failures or
mistakes in our processing of electronic transactions, could materially harm our business,
including our customer relationships and operating results. Our operations are dependent
upon our ability to protect our computer equipment, our applications and the information
stored in our data centres against damage that may be caused by fire, power loss,
telecommunications failures, unauthorized intrusion, computer viruses and disabling
devices, and other similar events. We are party to a disaster recovery agreement that
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provides an alternative off-site computer system and business resumption site for use in such
disastrous events covering the majority of our revenue. There can be no assurance that a fire
or other disaster, including national, regional and local telecommunications outages, would
not result in a prolonged outage of our operations and significant reduction in our revenues.

Defects or errors in our software products or delays, failures or mistakes in our processing of
electronic transactions could result in:

- additional development costs;

- diversion of technical and other resources from our other development efforts;
- delayed or lost revenues;

- the need to provide additional services to a client at no charge;

- loss of credibility or negative publicity, which could harm our ability to attract new
clients or retain existing clients;

- harm to our reputation; and
- exposure to liability claims for damages, which could be substantial.

Technologies supplied to us by third parties may also contain undetected errors or defects.
These defects, as well as any of the foregoing results thereof, could materially harm our
business and operating results.

In our operations, we process transactions involving substantial sums of money. As a result,
processing failures or mistakes could expose us to liability. Although we attempt to limit
our potential liability for warranty claims through disclaimers in our software documentation
and limitation-of-liability provisions in our license and client agreements, there can be no
assurance that these measures will be successful in limiting our liability. Furthermore, our
general liability insurance coverage may not continue to be available on favourable terms or
in amounts sufficient to cover one or more large claims, or the insurer may disclaim
coverage as to any future claim. The successful assertion against us of any large claim could
materially harm our business and operating results.

We rely on technologies that are provided to us by technology partners and incorporated in
our solutions. Failure by any such technology partner to provide such technology in a
timely manner and to meet our quality requirements, or our inability to obtain substitute
technologies or alternative providers on terms acceptable to us could harm our ability to
maintain some of our operations and could materially harm our business and perating
results.

Security and privacy breaches

If we are unable to protect the physical and electronic security and privacy of applications,
databases and transactions, our business, including customer relationships, could be
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materially adversely affected. A security or privacy breach may:

cause our clients to lose confidence in our services;

- deter clients from using our services;

- harm our reputation,

- expose us to liability;

- increase our expenses from potential remediation costs; and
- decrease market acceptance of eBusiness transactions.

There can be no assurance that the applications we use for data security and integrity will be
sufficient to address changing market conditions or the security and privacy concerns of
existing and potential customers. Any failures in our security and privacy measures could
materially harm our business and operating results.

Key personnel

We believe that our future success will depend upon our ability to attract and retain highly
skilled personnel. If we are unable to do so, our business could be materially adversely
affected.

Protection of intellectual property

We depend on our ability to develop and maintain the proprietary aspects of our technology.
We may not be able to enforce our rights or prevent other parties from developing similar
technology, duplicating our intellectual property or designing around our intellectual
property and this could materially harm our business.

Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to
copy aspects of our intellectual property or to obtain and use information that we regard as
proprietary. Policing unauthorized use of our intellectual property is difficult and expensive,
and while we are unable to determine the extent to which piracy of our intellectual property
exists, piracy may be a problem. In addition, the laws of some foreign countries do not
protect our proprietary rights to the same extent as do the laws of Canada and the United
States. We intend to vigorously protect our intellectual property rights through litigation
and other means. However, such litigation can be costly.

Intellectual property infringement claims

Third parties may claim that we infringe on their intellectual property. Any such claims,
with or without merit, could materially harm our business and operating results. There has
been a substantial amount of litigation in the software industry and the Internet industry
regarding intellectual property rights. We expect that providers of eBusiness solutions will
increasingly be subject to infringement claims as the number of products and competitors in
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our industry segment grows and the functionality of products in different industry segments
overlaps. Such claims could be time-consuming, result in costly litigation, cause
implementation delays or require us to enter into royalty or licensing agreements. Royalty
or licensing agreements, if required, may not be available on terms acceptable to us or at all,
which could materially harm our business and operating results.

Integrity of the public key cryptography technology

Our security solutions depend on public key cryptography technology. Any major advance
in ways to attack cryptographic systems could make some or all of our security solutions
obsolete or unmarketable. This could reduce revenues from our security solutions and could
materially hurt our business and operating results. With public key cryptography
technology, a user is given a public key and a private key, both of which are required to
encrypt and decode messages. The security afforded by this technology depends on the
integrity of a user’s private key and that the private key is not stolen or otherwise
compromised. The integrity of private keys also depends in part on the application of
certain mathematical principles known as “factoring”. This integrity is predicated on the
assumption that the factoring of large numbers into their prime number components is
difficult. Should an easy factoring method be developed, the security of encryption products
utilizing public key cryptography technology would be reduced or eliminated. If improved
techniques for attacking cryptographic systems were ever developed, we would likely have
to reissue digital certificates to some or all of our clients, which could damage our reputation
and brand or otherwise harm our business. In the past there have been public
announcements of the successful decoding of certain cryptographic messages and of the
potential misappropriation of private keys. This type of publicity could also hurt the public
perception as to the safety of the public key cryptography technology included in our digital
certificates.

Industry and government rvegulation

Governments could implement policies adversely affecting our business. Governmental
policies adversely affecting our business could be implemented by legislation, executive
order, administrative order or otherwise, particularly in the United States health care
industry. Over the last several years, a number of proposals for health care reform in the
United States have been made at federal and state levels, including proposals to provide
greater government control of health care spending, to reduce fraud and abuse, to broaden
access to health care services and to change the operating environment for health care
providers and payors. In 2003, the United States Congress will continue to consider a
number of health reform proposals, and we cannot predict what impact, if any, these current
or future health reform proposals might have on our business and operating results.
Furthermore, in light of recent world events, the United States may adopt more stringent
requirements for nonUnited States companies doing business in the United States. Any
such additional requirements could have an effect on our business and operating results.

Current regulations and laws governing the telecommunications industry generally do not

apply to providers of data network access and eBusiness services other than regulations
applicable to businesses generally. Except for government regulations in countries other
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than Canada and the United States (which may affect the provision of certain of our
services) and regulations governing our ability to disclose the contents of communications
by our clients, there are no government regulations pertaining to the pricing, service
characteristics or capabilities, geographic distribution or quality control features of our
eBusiness services. There exists, however, the risk that governmental policies affecting the
eBusiness industry could be implemented by legislation, executive order, and administrative
order or otherwise. If such policies are adopted, they could materially harm our business
and operating results.

Additional regulations and laws respecting privacy and the safeguarding of personal
information could also result in additional operating costs.

Although we do not believe that import and export control regulations currently create
significant impediments to our international growth strategy, such regulations are applicable
to certain of our products and could interfere with such growth in the future.

ITEM 4. SELECTED CONSOLIDATED FINANCIAL INFORMATION (IN MILLIONS
OF DOLLARS)

4.1

4.2

Income statement data

(Millions of Canadian Year Ended Year Ended Year Ended
Dollars) December 31, 2002 December 31, 2001 December 31, 2000
Total revenues $539.9 $656.4 $468.0

Net loss ($110.3) ($414.9) (8279.3)

Basic and Diluted
Loss per Share ($1.09) (%4.35) (83.049)

Balance sheet data

(Millions of Canadian As at As at As at
dollars) December 31, 2002 December 31, 2001 December 31, 2000
Cash & temporary $107.0 $183.3 $92.2
investments

Working capital $14.3 $145.8 $133.0

Total assets $813.2 $1,106.9 $1,316.3
Long-term debt $62.0 $65.6 $178.2
(including current

portion)

Shareholders’ equity $601.9 $914.9 $995.0
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4.3 Quarterly results (unaudited)

(Millions of Canadian dollars, Basic and diluted

except per Share information) Total revenues Net income income (loss) per Share
(loss)

December 31, 2002° $130.9 $8.6 $0.08

September 30, 2002° $135.1 $4.8 $0.05

June 30, 2002° $141.9 $(95.8) $(0.94)

March 31, 2002 $132.0 $(27.9) $(0.28)

December 31, 2001 $181.4 $(101.3) $(1.03)

September 30, 2001 $173.0 $(107.5) $(1.14)

June 30, 2001 $158.7 $(90.6) $(0.96)

March 31, 2001 $143.3 $(115.0) $(1.23)

December 31, 2000 $141.0 $(72.8) $(0.78)

September 30, 2000 $132.1 $(83.3) $(0.90)

June 30, 2000 $122.2 $(82.1) $(0.88)

March 31, 2000 $72.7 $(41.1) $(0.46)

4.4 Dividends

We currently intend to retain our earnings to invest in our future growth. We do not expect
to pay dividends in the foreseeable future. Any decision to pay dividends on the Shares will
be made by the Board of Directors on the basis of our earnings, financial requirements or
other conditions existing at such future time. Investors in our Shares should consult their
own tax advisers as to their ability to deduct interest on funds borrowed to invest in our
Shares for income tax purposes in light of the statements made in this document on our
intentions with respect to the payment of dividends in the foreseeable future.

. ITEM S. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Management’s Discussion and Analysis of Financial Condition and Results of Operations
included on pages 25 to 50 of our annual report for the fiscal year ended December 31, 2002
is incorporated herein by reference.

ITEM 6. MARKET FOR SECURITIES

The Shares are listed for trading on The Toronto Stock Exchange under the symbol IFM.

® These amounts are not comparable due to the impact of the Business realignment plan and cost reduction program (see Section 2.1(8))
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Our transfer agent is CIBC Mellon Trust Company.

ITEM 7. DIRECTORS AND OFFICERS

7.1 Board of Directors

The following table states, as of March 19, 2003, the names of the members of the Board of
Directors of BCE Emergis, their municipalities of residence and their principal occupation.

Name and municipality of
residence

WILLIAM D. ANDERSON
Montréal, Québec

Principal occupation

President, BCE Ventures Inc.
(a holding company for various
investments of the BCE group)

Member, Audit Committee

Chairman of the Board and Chief
Executive Officer of Bell Canada
International Inc. and director of
CGI Group Inc., Aliant Inc. and
TransAlta Corporation

Director since

August 1998

PIERRE J. BLOUIN
Candiac, Québec

Chief Executive Officer of BCE
Emergis

Director of BCE Capital Inc. and
Connexim Inc.

May 2002

PIERRE DUCROS
Montréal, Québec

President, P. Ducros & Associates
Inc.
(a private investment company)

Member, Audit Committee
Member, Human Resources and
Corporate Governance Committee

Director of Cognos Incorporated,
Manulife Financial, National Bank
Financial & Co. Inc. and
Engenuity, LLC

January 1997

DANIEL JOHNSON
Montréal, Québec

Counsel at McCarthy Tétrault
Member, Audit Committee

Director of Bombardier Inc., The
Great-West Life Assurance
Company, London Life Insurance
Company and Investors Group Inc.

March 2002
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Name and municipality of
residence

Principal occupation

Director since

ROBERT KEARNEY
King City, Ontario

Corporate Director

Chairman, Audit Committee
Member, Human Resources and
Corporate Governance Committee

Deputy-Chairman  of  Canbras
Communications Corp.

August 1998

J. SPENCER LANT HIER
Toronto, Ontario

Corporate Director

Member, Audit Committee

Vice-Chairman and director of
TSX Group Inc. and director of the
Bank of  Canada, Gerdau
Ameristeel Inc., Ellis-Don Inc.,
Intertape Polymer Group Inc., The
Canada Life Assurance Company
and Torstar Corporation

February 2003

JOHN H. MCARTHUR
Wayland, Massachusetts

Dean Emeritus, Harvard
University Graduate
School of Business
Administration

Member, Audit Committee

Director of AES Corporation,
BCE, Bell Canada, Cabot
Corporation, GlaxoSmithKline plc,
KOC Holdings, A.S., Reuters
Founders Share Company Limited,
Rohm and Haas Company, HCA,
Inc. and Telesat Canada

Also a Senior Advisor to the
President of the World Bank,
Washington, DC.

March 2000
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Name and municipality of

residence Principal occupation Director since
MICHAEL J. SABIA Chairman of the Board of BCE March 2002
Montréal, Québec Emergis

President and Chief Executive
Officer of BCE and Chief
Executive Officer of Bell Canada

Member, Human Resources and
Corporate Governance Committee

Director of BCE and Bell Canada
and Chairman of the Board of Bell
Globemedia Inc.

C. WESLEY M. SCOTT Corporate Director February 2000

Toronto, Ontario
Chairman, Human Resources and

Corporate Governance Committee

Director of Bell Canada
International Inc., CGI Group Inc.,
Sears Canada Inc. and Solectron
Corporation

Mr. Anderson, Mr. Ducros, Mr. Kearney and Mr. McArthur have held the principal
occupations identified above or have been engaged in other executive capacities with the
companies or organizations indicated opposite their names or with one of their respective
affiliates during the last five years. The other directors of BCE Emergis have held the
following principal occupations during the last five years.

Mr. Pierre J. Blouin was Group Vice-President, Sourcing & Logistics at Bell Canada from
May 1998 until April 1999 when he became Senior Vice-President and Acting President of
Nexacor Realty Management Inc. In January 2000, he joined Bell Mobility Inc. where he
served as President until February 2002. Mr. Blouin then became Executive Vice-President
of BCE Inc. and Chief Executive Officer of Bell Mobility Inc. Mr. Blouin was appointed as
Chief Executive Officer of BCE Emergis Inc. on May 13, 2002.

Mr. Daniel Johnson joined the law firm of McCarthy Tétrault in 1998 and prior thereto, he
was Leader of the Official Opposition in the Québec National Assembly from September
1994 to May 1998.

Mr. J. Spencer Lanthier is a Corporate Director. Mr. Lanthier was Chairman and Chief
Executive of KPMG and a member of the International Executive Committee and Board of
KPMG from 1993 to 1999. Prior to that, Mr. Lanthier held various senior positions within
KPMG.

Mr. Michael Sabia was Executive Vice-President and Chief Financial Officer at Canadian
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National Railway Company before joining Bell Canada International Inc. in October 1999,
where he served as Vice-Chairman and Chief Executive Officer, until June 2000. Mr. Sabia
was Executive Vice-President of BCE from July 2000 to December 2000 and Vice-
Chairman, Corporate of Bell Canada from July 2000 until March 2002. Mr. Sabia was
President of BCE from December 2000 to March 2002, President and Chief Operating
Officer of BCE, and Chief Operating Officer of Bell Canada from March 1, 2002 to April
24, 2002. Mr. Sabia was appointed President and Chief Executive Officer of BCE and Chief
Executive Officer of Bell Canada on April 24, 2002 and May 2, 2002, respectively.

Mr. Wesley Scott was the Chief Corporate Officer of BCE from January 2000 to March 1,
2001 and Vice-Chairman of Bell Canada from February 1999 to July 2000. Prior to
February 1999, Mr. Scott was Executive Vice-President and Chief Financial Officer of
Nortel.

The term of office of the directors of BCE Emergis runs until the next annual meeting of
shareholders, or until the directors otherwise cease to hold office.

Committees of the Board of Directors

The Board of Directors of BCE Emergis has two standing committees: the Audit Committee
and the Human Resources and Corporate Governance Committee (the “HRCGC™).

As at April 22, 2003, the Audit Committee consisted of the following individuals: William
D. Anderson, Pierre Ducros, Daniel Johnson, Robert Kearney, J. Spencer Lanthier and John
H. McArthur,

The HRCGC is responsible for the administration of our executive compensation policy.
The HRCGC reports and makes recommendations on executive compensation matters to the
Board of Directors. As at April 22, 2003, the HRCGC consisted of the following
individuals: Pierre Ducros, Robert Keamey, Michael J. Sabia and C. Wesley M. Scott.

Officers

The following table lists the names of the senior executive officers of BCE Emergis as of
April 22, 2003, their municipality of residence, their positions held with BCE Emergis and
their date of appointment.

Name and Date of appointment to current
municipality of residence Position with BCE Emergis position
PIERRE BLOUIN Chief Executive Officer May 2002

Candiac, Québec

CHRISTIAN TRUDEAU President and Chief Operating September 2000
Carignan, Québec Officer

FRANCOIS COTE President, eHealth Solutions Group, October 2002
Montréal, Québec North America
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Name and Date of appointment to current
municipality of residence Position with BCE Emergis position

TERRENCE M. HAM Chief Business Development Officer April 2002
Toronto, Ontario

SUSAN KUDZMAN Chief Corporate Officer January 2003
Candiac, Québec

MONIQUE MERCIER

; ) Executive Vice-President, Law and February 2001
Montréal, Québec Corporate Secretary
JOHN VALENTINI Chief Financial Officer September 2002

Montréal, Québec

Mr. Trudeau has been President and Chief Operating Officer of BCE Emergis since
September, 2000. Mr. Trudeau was Executive Vice President and Chief Operating Officer
of BCE Emergis Inc. from September 1998 to September 2000. Mr. Trudeau was Vice-
President, Electronic Business Solutions and Electronic Commerce at Bell Canada from
September 1998 to November 1996, Director General and Director of the Electronic
Commerce Project for the Commission de la santé et de la sécurité du travail du Québec
(the “CSST”) with Bell Canada from September 1995 to November 1996.

Mr. Coté has been President, eHealth Solutions Group, North America, BCE Emergis
(which includes eHealth Solutions, Canada), since October 2002. From February 2001 to
October 2002, he was Executive Vice President, Mergers and Acquisitions. From June 1999
to February 2001, he was Senior Vice President, Mergers and Acquisitions. From
September 1998 to June 1999, Mr. Céte was Vice President, Mergers and Acquisitions.
Prior to September 1998, Mr. Coté held various sales and management positions within the
BCE group of companies.

Mr. Ham has been Chief Business Development Officer of BCE Emergis since March 2002.
Mr. Ham was President, BCE Emergis-United States from October 2000 to March 2002, and
Senior Vice-President, Finance Industry, from December 1998 to October 2000. Prior to
joining BCE Emergis in December 1998, Mr. Ham was President and Chief Executive
Officer of Newstar Technologies Inc.

Ms. Kudzman has been Chief Corporate Officer of BCE Emergis since January 2003.
Ms. Kudzman was Chief Human Resources Officer of BCE Emergis from January 2001 to
January 2003. Ms. Kudzman was Senior Vice President, Human Resources from July 2000
to January 2001. Prior to joining BCE Emergis in July 2000, Ms. Kudzman was Vice-
President, Compensation and Benefits at the Laurentian Bank. From 1990 to 1999, Ms.
Kudzman was a consultant with Towers Perrin.

Ms. Mercier has been Executive Vice-President, Law and Corporate Secretary of BCE

Emergis since February 2001. Ms. Mercier was Senior Vice-President, Law and Corporate
Secretary from May 1999 to February 2001. Prior to joining BCE Emergis in May 1999,
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Ms. Mercier had held various positions within the BCE group of companies.

Mr. Valentini has been Chief Financial Officer of BCE Emergis since September 2002. Mr.
Valentini was Executive Vice President and Chief Financial Officer of Cognicase Inc. from
1999 to September 2002. Prior to that, he had held several senior management positions
with various companies, including PriceWaterhouseCoopers Securities, Caisse de dépot et
placement du Québec and Ernst & Young.

On May 7, 2003, we announced the resignation of Pierre Blouin as our Chief Executive
Officer and the appointment of Tony Gaffney as our Chief Executive Officer, effective May
14, 2003. We also announced that Mr. Gaffney will be appointed to our Board of Directors
at its next regularly scheduled meeting.

As at April 22, 2003, the directors and officers of BCE Emergis, as a group, beneficially
owned, directly and indirectly, less than 1% of the outstanding Shares.

ITEM 8. ADDITIONAL INFORMATION

8.1

Annual report & proxy circular

Our management proxy circular dated March 19, 2003 relating to the annual meeting of
shareholders, which will be held on May 13, 2003, contains additional information with
respect to the remuneration of directors and officers, our principal shareholder, our Share
option plan and the interest of nsiders in material transactions, if any. Our consolidated
financial statements for the year ended December 31, 2002, included in our annual report,
contain additional financial information. Any interested person can obtain a copy of these
documents without charge from the Corporate Secretary of BCE Emergis at 1155 René-
Lévesque Boulevard West, Suite 2200, Montréal, Québec, H3B 4T3 (Tel.: (514) 868-2200).

We shall provide to any person or company, upon request to our Corporate Secretary at the
above address:

(1)  This annual information form together with any document or the pertinent pages
thereof, incorporated herein by reference;

) The financial statements of BCE Emergis for its most recently completed financial
year together with the accompanying report of the auditors and any published interim
financial statements of BCE Emergis subsequent to the financial statements for its
most recently completed financial year;

3) Our management proxy circular in respect of our most recent annual meeting of
shareholders that involved the election of directors, or any annual filing prepared in
lieu of that information circular, as appropriate; and :

(4)  Any other documents that are incorporated by reference into a preliminary short-
form prospectus pursuant to which securities of BCE Emergis are in the course of a
distribution.
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Except when securities of BCE Emergis are in the course of distribution pursuant to a short
form prospectus or a preliminary short form prospectus, BCE Emergis may require the
payment of a reasomable charge from persons, other than security holders of BCE Emergis,
requesting copies of these documents.
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